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Now... Anaconda Aluminum Foil brings 
tempting dishes from the world’s finest chefs 
right into your home 


The rigid foil containers above have two 
things in common: All were made to hold 
baked or frozen food. All were made of 
Anaconda Aluminum Foil. In 1958 alone, 
Anaconda produced hundreds of millions 
of aluminum foil containers of all shapes 
and sizes. 

Versatile aluminum foil brings so many 
advantages to the food field. It makes 
packaging far more convenient and attrac- 
tive, besides being moisture-proof, taste- 
proof, odorproof and lightweight. The list 
of products packaged better with alumi- 
num grows steadily longer. Take frozen 


foods, a prime user of foil: last year, 
frozen foods alone rang up total sales of 
close to four billion dollars. By 1965, econ- 
omists tell us, Americans will be buying 
five to six times more! Truly, this foil- 
inspired packaging revolution is just 
getting started. 

Joining vigorously in the development 
of America’s aluminum future, Anaconda 
has blended all its aluminum facilities 
into one new subsidiary, Anaconda Alu- 
minum Company. The result is an inte- 
grated organization embracing almost 
every phase of aluminum production— 


from alumina to pig and ingot through to 
the fabrication of commercial products 
such as foil, coiled and flat sheet, rod, bar, 
structurals, tube and extruded shapes. 

In addition, substantial quantities of 
wire ingot are supplied to another Ana- 
conda subsidiary, Anaconda Wire and 
Cable Company, for the production of a 
wide range of aluminum wire and cable 
electrical conductors. 

Anaconda’s growth in aluminum is a 
typical example of a development program 
that seeks to offer better products and 
services to both industry and consumer. 


S9L75A 


General Offices: Louisville 1, Kentucky 
Reduction Plant: Columbia Falls, Montana 


Fabricating Plants: Terre Haute, Ind. - 


Louisville, Ky. - 
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Suppose 
you want to sell 
10,000 shares 


of some stock... 


From time to time that might 
happen, we know. And when it 
does, you probably prefer a mini- 
mum of publicity. You don’t want 
to depress the price of your stock. 
And you would like to complete 
the transaction as fast and effi- 
ciently as possible. 


If that’s your situation, maybe 
you—like an increasing number of 
other individuals and institutions 
—would like to place privately a 
large block of securities. 


So far this year, for example, we 
have successfully concluded dozens 
of such sales involving many thou- 
sands of shares of securities . . 
found we could usually complete 
the transactions in a matter of 
hours. 


Here are some of the reasons 
why: Because we belong to every 
major securities exchange . . . Be- 
cause we have a national network 
of 120 offices . . . Because we’ve 
linked those offices by more than 
100,000 miles of private wire and 
can quickly canvass literally thou- 
sands of contacts from coast-to- 
coast for evidence of interest in a 
given security. 


If those facilities can ever be 
useful to you, either in the sale or 
purchase of large blocks of securi- 
ties, we’ll be happy to consult with 
you at your convenience—and in 
confidence—of course. Simply con- 
tact William H. Culbertson, Vice 
President, Sales Division. 


Merrill Lynch, 
Pierce, Fenner & Smith 


INCORPORATED 
Members New York Stock Exchange 
and all other Principal Exchanges 
70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 
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It Could Have Happened 
















Only in America 


Visitors to our shores usually are pleasantly 
surprised by the efficiency and availability 
of American telephone service. 


Calls go through promptly and clearly, 
millions of people in all walks of life have 


telephones, and the cost is small. HA 
peo 
The fact that Americans themselves are the 























seldom surprised by these things is a tribute ah 
z 7 ( 

to the growing excellence of the service. ean 
aoa = i . cles 
[his efficiency and economy are no acci- | 
dent. They have resulted largely from the uni 
way the Bell System is organized, and it i 
through its large-scale programs of research ulti 
and improvement. of I 
T 

No other telephone system in the world In a 

, , : lash 

can begin to match this country’s service — ble 
either in terms of facilities or operating cfh- “am 
. , uti 
ciency. It could have happened only in thr: 
America, under the American free enterprise = 
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BELL TELEPHONE SYSTEM 








C. G. Wyckorr, Editor-Publisher 


HAPPY DAYS ARE HERE AGAIN ... No longer can the 
people of the world mock our claim to liberty and 
the pursuit of happiness, for the working man can 
now throw off the oppressive yoke of the gangster 
labor autocrats who tell him when, where and if he 
can work. The bill setting the worker free has 
cleared both houses. 

Reviewing the now successful drive for needed 
union reform legislation and retracing a route which 
seemed for months to consist mainly of setbacks, 
it is not difficult to pinpoint the factor that brought 
ultimate victory out of indicated defeat: The force 
of Public Opinion—militantly expressed. 

Today the country has a rule of law that can usher 
in a new era of labor-management peace. Under the 
lash of popular demand, Congress wrote an enforci- 
ble code of labor ethics which no clean union or 
leader need fear. Perhaps the most dramatic contri- 
bution was made by the McClellan Committee 
through its disclosures of 
Gangsterism and breach of 
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Our 52nd Year of Service « 1959 


Industry 


Business 


The Trend of Events 


Mitchell, “‘justified” our belief that public demand 
would eventually bring about effective legislation. 

The invincibility of Government when its political 
elements close ranks to rout the forces of destruc- 
tion has seldom been displayed so convincingly as 
when Congress rose above partisan considerations to 
enact a labor union reform bill with real purpose and 
with the powers to implement that purpose. 

The Labor Bill as it cleared Congress is a com- 
posite. Credit, therefore, is due all around. It was not 
a Democratic bill or a Republican bill—one member 
of each party was a sponsor. It was not an achieve- 
ment by Congress acting alone, because it was tooled 
out of a nationwide demand for surcease from labor 
union tyranny and its forward movement was spur- 
red tremendously by President Eisenhower in a 
dramatic, effective broadcast. 

It was action that spoke the verdict of the whole 
nation in the case against “forgetful” witnesses and 
Fifth Amendment terrorists 
who had tried to create with- 





trust in dealing with rank- 
and-file members. But if the 
Administration had taken the 
path of least resistance a 
meaningless bill (the Senate 
version) would have been the 
harvest of the long and ardu- 
ous study. 

“The Bill’, said pleased 


regular feature. 
Labor Secretary James P. . f 








We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t 


in their own unholy circle a 
super-government. They had 
counted on a subservient Con- 
gress, ready to repay a sup- 
posed obligation incurred at 
the polls. They scoffed at the 
sometimes faltering steps to 
curb immorality and down- 
right illegality in union prac- 
tices. But Congress wiped that 


miss this 
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smile off their faces and restored it to the rank-and- 
file of America’s working force, organized or other- 
wise, who had endured a despotism that seemed to 
have no terminal. 

This Magazine kept up a drumfire of editorial and 
feature articles, reprinted in the nation’s press 
to impress upon public officials and private citizens 
the imperativeness of meeting the challenge NOW. 
This we regarded as no less than a call of duty. 
While we never despaired, there were moments when 
the outlook seemed indeed dark. The prospects be- 
gan to improve in the past few months. Mail, much 
of it from Members of Congress and others who 
have marked success in moulding public opinion, 
tied together loose straws in the wind. Senators and 
Representatives were anxious to obtain every shred 
of available information, published material, illumi- 
nation of points touched, sources to be explored. 

Correspondence from Congressmen of every per- 
suasion in the field of labor legislation was heart- 
warming. It was clear that the points were getting 
across: Senator John Mc Clellan had delineated the 
problem with unassailable proofs and documented 
charges. It would have been difficult, if not impos- 
sible, to enact a labor reform bill without the evi- 
dence he arduously dredged up. As things stood, 
Congressmen were left no choice but to stand up and 
be counted. For those Members who couldn’t — or 
wouldn’t—see the light, there is a job of justification 
ahead. And they are welcome to it! 

Now that the people have spoken in a voice that 
can be heard in the remotest union hall, no honest 
person can say that here is legislation which is in- 
tended to, or can, do damage to legitimate trade 
unionism. Just as neither party can be credited with 
single-handed success, neither can be tagged, on this 
record, as anti-union. 

Congress has written a new Magna Charta for all 
in this land who labor. It has shown the way to kick 
out the racketeers, the goons, the crooks who have 
despoiled a potentially great arm for industrial and 
business peace. Labor unionism didn’t develop its 
abuses and tyrannies overnight. The process was a 
long one. It succeeded because the people and their 
government did not detect, and keep alert to, the 
growing menace. It could happen again! 

The task ahead, therefore, is enforcement. Con- 
gress should constitute itself a watch-dog committee 
to insure that the gains won at so great an expendi- 
ture of time, effort and soul-searching do not go 
for naught. Eternal vigilance is the price of pre- 
vention. 

It would be culpable neglect to conclude without 

extending full credit to one who, above all others, 
moved Congress to see the light and the danger: 
James Riddle Hoffa, 
CONGRESS VOIDS SUPREME COURT RULING PERMIT- 
TING STATES TO TAX INTERSTATE TRADE ... In our is- 
sue of March 28th we called attention to the fact 
that this decision would cause an insidious and 
creeping destruction of the system that made the 
United States great politically and economically. 

Our story attracted tremendous attention. And 
now we have just been informed that the law abolish- 
ing this state tax decision has been finalized and is 
awaiting the President’s signature. Naturally we 
are jubilant! 
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Congress has acted with commendable alertness” 


to avert the costly and disruptive forces inherent 
in the Supreme Court Decision on Interstate Com- 
merce taxing powers. 

The Congress sped remedial legislation along a 
clear track to a goal that was achieved only as the 
gavel was poised for its adjournment rap. Rarely 
has statutory remedy come so rapidly in an area 
of comparable breadth and consequence. 

Wisely, we consider, Congress will study the new 
law in operation. A report on possible improvements 
will be submitted in July 1962. Meanwhile, no state 
wiil be permitted to tax incomes of an out-of-state 
firm if its only activity in the state is the solicitation 
of orders for filling outside the state. 

Passage of legislation to reinstate the Consti'u- 
tional boundaries of State and Interstate tax jurisc ic- 
tion does credit to Congress in several ways. The 
issue was heavily burdened with precedents, le;ral 
and economic. Upon surface examination a czse 
could be made for, or against, the holding which 
the Supreme Court found mandatory within existing 
law. But the more we read and re-read the major ‘ty 
and the dissenting opinions, the more convinced we 
became that the law had been strained and distor ed 
to the point that it reversed the clear intent, if 1.ot 
the plain words, of the Constitution. 

The gremlins of publication can work in your ‘a- 
vor as well as against you, we found. Coincidence 
of time brought the decision on the eve of a dead- 
line; we were happily in a position to present, in 
what we believe to be its first nationwide exposure, 
the story of a decision that states may tax the 
earnings of interstate corporations, even when they 
maintain no place of business within the taxing state. 
The review was not long in circulation before Con- 
gress and the centers of business and industry per- 
ceived the danger and moved to offset it. The reac- 
tion drained our files of reserve copies: Dozens of 
Members of Congress and a score of Governors 
were “on the ball.” Half a dozen bills were intro- 
duced, promptly moved to the hearing stage. 

The Senators and Representatives did their home- 
work assiduously. So, too, did the Governors: they 
were quick to perceive that their resident corpora- 
tions which engage in interstate commerce could be 
harassed, annoyed, mulcted and litigated to the point 
of business prostration by the varying Revenue Acts 
of 50 states. 

What the majority decision of the Court had done 
was to authorize a customs booth at each point of 
entry into each state—if the states saw fit to follow 
the ruling to its permissible end. So it became neces- 
sary for Congress more clearly to define “Interstate 
Commerce.” The legislation fought for place with 
the usual pre-adjournment rush. There was reason 
for apprehension until we received a welcome letter 
from Rep. Francis E. Walter of Pennsylvania, vet- 
eran Congressman, lawyer and banker. He took time 
from his busy schedule to reassure us: He had suc- 
cessfully moved to take the bill from a hearing sub- 
committee and turn it over to the full committee for 
immediate favorable report. Time was of the essence, 
and precious days had been saved. Given the op- 
portunity to vote on the proposition, the Members 
wasted no time on debate. They needed little convine- 
ing. They had been on the job right along. END 
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| Hitler’s partner in the rape 





As J Seo Jt! 


by Charles Benedict 


A TRIUMPHANT IKE HAS LAID THE GROUNDWORK 
FOR HIS MEETING WITH KHRUSHCHEV .. . 


N a few short days the President, through his 
| unique talents in personal diplomacy, has com- 
pletely changed the atmosphere of fear and doubt 
tha’ existed among our Western allies—and has pre- 
pared the way for a heart-to-heart talk with Pre- 
mie’ Khrushchev in a constructive fashion. 

The enthusiasm of his reception in West Ger- 
many, Britain, and France, was very impressive 
ind-ed—and a tribute to the faith people in all walks 
of life, from the man in the street to those in high 
command, have in his integrity and his judgment, 
remembering the force and 
commonsense decisions 
which led to victory in 
World War II. 

Following Ike’s visit, 
stiff old Chancellor Aden- 
auer unbent enough to 
greet the Polish people on 
their day of memorial to 
the war, admitting the guilt 
of Nazi Germany’s cruel 
and unwarranted attack, 
and spoke too of the pos- 
sibility of eventual friend- 
ship between the two na- 
tions. He was clearly ad- 
dressing the people of Po- 
land, not the Russian domi- 
nated Communist Govern- 
ment, whom he included as 


of Poland. 

That this had a telling ef- 
fect was evidenced by the 
angry response from the 
Polish Communist puppets, 





The psychological gains too, made by President 
Eisenhower in Britain, our closest ally, will have an 
enormous impact on the negotiations. The whole 
world, especially the free peoples and the fence-sit- 
ters, cannot help being impressed by the faith and 
trust expressed by the British public and their lead- 
ers in this man—in his goodness—in his capacity to 
deal with Mr. Khrushchev toward an easing of the 
Cold War—a slow-down in the armaments race to- 
ward peace—and the expansion in avenues of trade 
to the advantage of all concerned. And, of prime im- 
portance,—confidence that 
the United States will make 
no unilateral deals with the 
Soviet Union that will vio- 
late the fundamental con- 
siderations inherent in our 
relations. 

The unity shown between 
the two countries, even 
though the President differ- 
ed with Prime Minister 
Macmillan on the “timing” 
of a Summit Conference, 
will no doubt actually show 
Mr. Khrushchev how 
the land lies, and tell him 
that despite his bribes and 
threats, he has not succeed- 
ed in loosening the bonds 
that in the final analysis 
unite those of a similar 
heritage when confronted 
with realities. In this case 
it is distrust of Russian mo- 
tives and promises. 

The magnificence of the 


who tried to counteract President Eisenhower speaking at Supreme Headquar- turn-out General De Gaulle 


Adenauer’s expression of ters Allied Powers in Europe, outside Paris. At right 
good will by calling it an at- is Gen. Lauris Norstad, Supreme Allied Commander in 


: E . 
tempt to drive a wedge be- = 


tween Poland and the Soviet Union—as though any 
genuine unity had ever existed there. 

That the rift was still wide open, and merely dorm- 
ant due to fear of reprisals, was clearly shown by 
the tearful and overwhelming emotionalism in the 
reception of Vice-President Nixon by the Polish 
people, who threw flowers into his car and rushed 
the barriers in their urgency to touch his hand. 

The significance of this demonstration will be in 

rushchev’s mind as pointing up the weaknesses 
that nave been building up in the Communist states 
since the blood bath in Hungary. 
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arranged for the President 
in Paris, and his warm wel- 
coming address, was an 
auspicious beginning for the talks to follow, the out- 
come of which is of a certainty not bound to give 
pleasure to Nikita Khrushchev. 

In his address, General De Gaulle indicated that, 
while there may be a conflict of viewpoints to be re- 
conciled, France and America were united in a com- 
mon cause for the preservation of liberty and the 
dignity of man, which, he said, would make the 
United States forever the friend and ally of France. 
With this as a starting point, the mood of concilia- 
tion established was bound to lead to a narrowing 
in the divergence of our (Please turn to page 736) 
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Market In Orderly Readjustment 


The rather sharp decline last week following the long advance, was typical of nervous re- 
actions to such uncertainties as effects of tightening money and credit on expanding indus- 
try and consumer buying—areas where cut-backs in defense spending will be felt—and the 
inconclusive strike situation as we move toward the fourth quarter. While we counsel reten- 
tion of sound issues, we see no reason to hasten new commitments. 


By John W. Vandeveer 


, eee over potential restrictive in- 
fluences on industrial activity of persistent credit 
stringency, exerted a depressing effect on sentiment 
in financial markets over the past week. As a by- 
product of rising interest rates, bonds weakened 
again and the spread in yields afforded by high grade 
issues over seasoned dividend-paying stocks widened 
to almost exactly the margin that prevailed at the 
1929 peak. This coincidence presumably was duly 
noted by those looking for signs of the times. The 
fact that tight money is a worldwide phenomenon, 
as indicated by upward revisions in central bank 


MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR...CONSTANTLY SHIFTING SUPPLY & DEMAND 
PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 


DEMAND FOR STOCKS 
As Indicated by Transactions 
at Ris Prices 


SUPPLY OF STOCKS 
Indicated by Transactions 
at Declining Prices 


MEASURING INVESTMENT 
AND SPECULATIVE DEMAND 


M.W.S. 100 HIGH PRICE STOCKS 


SCALE AT RIGHT 


* 


M.W.S. 100 
PRICE STOCKS 
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rates in Canada and in West Germany, affords little 
comfort to borrowers. 

It is apparent that domestic economic problems 
have cast more ominous shadows over the mar <et- 
place than the momentous political developments oc- 
casioned by the imminent exchange of visits between 
President Eisenhower and Premier Khrushchev. In- 
vestment managers appear more concerned lest 
higher interest charges check a budding rise in capi- 
tal spending than over the threat to scattered cut- 
backs on military spending. Although our Federal 
Reserve authorities decided against another upward 
revision in the rediscount rate at this 
time, not-withstanding hikes in the Do- 
minion and in West Germany, monetary 
commentators seemed convinced that 
last weeks’ advance in the prime rate 
foreshadowed action by the Fed short- 
ly. A rise to 4 from 314 per cent may 
come this week or may be deferred un- 
til settlement of the steel strike. Never- 
theless, the stock market moved swiftly 
to take into account effects of a fresh 
stringency. 


Steel Strike Lengthens 


Prolongation of the steel strike into 
September in an atmosphere of growing 
pessimism and stubborn opposition to 
concessions by both sides constituted an 
important depressant on sentiment. Pos- 
sibility of continuation of the stalemate 
until serious shortages develop in many 
areas evidently persuaded Washington 
authorities to defer additional restraints 
on business at least until the threat of 
industrial stagnation can be removed. 
Increasing evidence of a squeeze on col: 
sumers of strategic raw materials, a 
well as deterioration in retail trade, 
pointed to the possibility of government 
action shortly, aimed at enforcing 3 
settlement or at resuming operations 
under a Taft-Hartley “cooling-off” pe 
riod. Industry observers saw indica 
tions last week of a move to proclaill 
an emergency under which the Steel: 
workers union could be ordered to ceast 
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its strike for an 80-day 
truce. Such action would be 
welcomed by all but indus- 
trial managements, it is be- 


TREND INDICATORS 
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offset by the strike called 
at Swift & Co., and the 
threat of a walk-out by 
600,000 non-operating railroad workers. 

Despite deterioration in the price structure that 
carried the Industrial Average back to around the 
August lows and accentuated doubts over the near 
term, the reaction in recent weeks has been rela- 
tively modest, considering extent of the advance re- 
corded in the last year and a half. Technical behavior 
has been less unfavorable than might have been ex- 
pected under the circumstances. As a case in point, 
transactions have shown a tendency to contract on 
recurrent declines rather than to gain momentum. 
Thus scattered selling last week, involving losses of 
almost 10 points in the Industrial index on two days, 
failed to bring out volume of as much as 2.5 million 
Shares on either day. 

As a matter of fact, technical action has been just 
about what might have been expected. The market 
first rallied to “fill in” the downside gap which had 
been made in the sharp decline of August 10, and 
then turned downward again to test the August low. 
It would be reasonable to expect some support in 
view of the sharpness of the recent decline. With 
investment managers endeavoring to anticipate con- 
sequences of an expected upturn in the discount 
tate, the professionals are likely to stand on the 
sidelines in hope of catching a turn. 

The specter of tight money seems likely to remain 
a principal handicap to a technical rebound in the 
market over the near term even if the readjustment 
follows a normal pattern, for Washington authori- 
ties show great reluctance toward expanding the 
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nation’s 
prevailed for months. It would be surprising to see 
the Fed reverse its restrictive policy with business 
expected to run at a high level in the fourth quarter. 

Rising money rates pose a problem, however, that 
portfolio managers must take into account. Probably 
the greatest concern arises from fear that scarcity 


money supply at any greater rate than has 


of credit may handicap residential construction. 
Housing representg a major segment of the domes- 
tic economy and any handicap on building would be 
felt in many areas. It is apparent that mortgage 
funds will be dearer next year and that potential 
buyers will balk at paying rates of 6 per cent on top 
of sky-high prices for flimsy dwellings. 

Uneasiness over a possible contraction in con- 
struction already is being manifested in a down- 
trend in lumber demand and weakness in plywood 
prices. Tight credit also is finding reflection in 
higher charges for installment finance. This trend 
points to the prospect of increased costs for motor 
cars in terms of monthly payments, suggesting that 
sales of new autos may be hampered at the start of 
what Detroit has been expecting to be a boom year. 
These are factors that will require careful watching. 

As we have pointed out, market adjustments have 
been orderly, but we do not believe they have been 
completed. We would defer new investments tempo- 
rarily, awaiting the clarification of factors we have 
discussed in this article. We would not disturb sound 
securities held for longer range potentials under the 
present situation.—Monday, September 7. 
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IF COLD WAR EASES... 


Can our economy take it? 
YES... YES... YES 


By Howard Nicholson 


> A rationalization of avenues for industrial and temporary 


government spending 


















> Industries that will feel the pinch — those that can count on new business 
equivalent to volume lost —- what gains in consumer sector 
> Funds available from :tax cut across the board — capital spending — the 


freeing of money for business needs — how sound planning can alleviate } 
the problems of transition and lead to vigorous expansion 


T is hardly surprising that corporate manage- 

ments, and both individual and institutional in- 
vestors, have taken a profound interest in recent 
headlines suggesting the possibility of easing in the 
temperature of the cold war, with a consequent re- 
duction in the rate of defense outlays. 

That the desire for a more placid international 
atmosphere is universal among businessmen can 
hardly be questioned. The possible financial conse- 
quences are nevertheless a very legitimate concern 
of business, consumers and government alike. The 
occasion of Mr. Eisenhower’s visit to European capi- 
tals, and the projected visit of Mr. Khrushchev to 
this country, thus eall for a long and serious look at 
the potential impact of disarmament that could take 
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place on a large scale. 

In the current fiscal year, the United States gov- 
ernment will probably spend something in the 
neighborhood of $42 billion for the direct military 
functions performed by the Defense Department. I 
addition, approximately another $5 billion will b& 
spent in so-called “defense-supporting” activities: 
namely, atomic energy, stock-piling, defense prog 
duction expansion and military assistance to for 
eign countries. Economic and technical aid to othe 
countries—a form of outlay that might reasonablif 
be treated as defense-related—will cost perhans al 
other $2 billion. Grand total: very close to $50 bi! 
lion, or only a little less than two-thirds of 4 
federal government budget spending. 
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Spending of this magnitude has an obvious bear- 
ing on the levels of activity in the national economy, 
and on the direction of business conditions in gen- 
eral. Each month, on average, the military lets 
contracts amounting to close to $2 billion for hard 
goods production—missiles, aircraft, weapons, vehi- 
cles, ammunition, electronic equipment. The outlook 
for individual companies is often drastically re- 
shaped almost overnight by the awarding or can- 
celling of massive individual contracts. And each 
letting (or cancelling) of a contract has implications 
for the company’s inventory policy, and its rate of 
capital spending, and its needs for funds. One can 
thus hardly disagree with the proposition that de- 
fense spending has now worked into the fabric of 
the American business system, and most particular- 
ly into the crucial hard-goods manufacturing sector. 


If There is a Cut in Armaments 


What happens if defense business is sharply cur- 
tailed? What could re- 





















siles-aircraft-electronics programs, by more or less 
specific sets of disarmament agreements with Rus- 
sia. These would, of course, take time to reach and 
effectuate. Unilateral disarmament in the air would 
seem to be virtually out of the question, and nego- 
tiated disarmament in the air will doubtless be a 
drawn-out process. A sudden, climactic disappear- 
ance of defense business is thus hardly to be ex- 
pected. 

But, suppose the trend of defense appropriations, 
obligations and orders turns significantly down- 
ward? What can be expected to fill the gaps that 
would shortly appear on order books throughout the 
durables industries? 


ANSWER: Sharply increased spending on the 
part of American business, working with govern- 
ment, to revitalize and stimulate depressed and 
stagnant areas to stability and new growth; ° 
opening up the deserts of the Southwest to broad 
avenues of economic expansion through develop- 

ment of limitless fresh 


place the loss of major | water supplies, thus 
procurement business, |] WHERE IT COMES FROM | creating vast new mul- 
which now annually WY = iE ti-billion dollar indus- 
Pg equals the value of total EE ‘ ‘ WY _ Bubser tries, leading the way 
TB residential construction Lyf —_—— to broad industrial ex- 
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put in place each year? 
The automobile industry £ 
is generally considered fy 
critical to the course of \ 
the American economy, 
and minor changes in the 
rate of automobile sales 
are examined and search- 
ed for their implications ; 
defense business in re- 
cent years has substan- 
tially exceeded the total 
volume of new-car sales 
valued at retail! And this 
comparison excludes 
those parts of defense 
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associated with 


In the first place, it should be noted that even in 
ithe unlikely circumstances of rapid and broad agree- 
ments on major issues of the cold war—the possi- 
bilities for rapid curtailment of defense business 


‘are quite limited: 


> Development programs for new weapons can 
hardly be expected to be suspended when the 
rate of technological progress in armament is 
so rapid that a one-year delay could be 
serious. 
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> Production programs for which designs and 
tooling have been completed are unlikely to 
be junked wholesale. 

&> Electronic procurement orders, for detection 
equipment and other purposes, are hardly 
likely to be suspended so long as interconti- 
nental missiles are in the possession of a po- 
tential aggressor. 

Much more likely would be a sudden curtailment 
of orders across a narrow front—ammunition, 
ground equipment and vehicles—followed by grad- 
ual, progressive reductions in the more critical mis- 
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National Security 


pansion—new commu- 
nities—new homes— 
jobs—new ventures. 
~wyy For any considerable 
Gj reduction in defense out- 
lays, occurring at a time 
WwW Y 
WY 







Za when the Federal Bud- 
get is already in good 
balance, will free a sub- 
stantial margin for tax 
reduction, for both indi- 
viduals and corporations. 


Military 


$) Military Assistance . 


Ny 


Atomic Energy 
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Tax Cut Stimulation 


At present levels of 
corporate earnings, a 
complete elimination of 
the Federal surtax of 
22% on corporate incomes above $25,000 would re- 
duce federal revenues by between $8 billion and $9 
billion. The results of such a restoration of earn- 
ings to corporations are not easily predicted, but 
there is a strong likelihood that the bulk of the in- 
crease in after-tax earnings would find its way 
back onto order books in the durables manufactur- 
ing sector. There is no assurance, of course, that 
the same order books hit by the curtailment of de- 
fense would benefit from the increased spending 
of corporations; in fact, one might reasonably as- 
sume that the largest defense contractors in air- 
craft and missile manufacture, would receive a rela- 
tively small proportion of the corporate business, 
which would flow in the main to machinery and 
equipment producers. 

However, the raw materials suppliers to hard 
goods manufacturers— the steel, copper and alu- 
minum industries, among others—could count on a 
stimulus to volume almost equivalent to the volume 
lost as a result of a commensurate decline in de- 
fense spending. 
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Periods of Sharply Reduced Federal Spending 
— And Sectors That Took Up the Slack — 


Change 
1944-1947 


Billions of Dollars 


Federal Purchases — Goods and Services 





Personal Spnding on 
Durables .... 





Nondurables 

Services 
Private Domestic Investment 
Net Exports 
State and Local Outlays 


Total Value of Nation’s Output 


Benefits to the Consumer Sector 


This capsule illustration of the effects of a rough- 
ly $9 billion reduction in defense spending, offset by 
a somewhat comparable tax reduction in the cor- 
porate sector, could be repeated for the consumer 
sector: A 20% across-the-board reduction in effec- 
tive tax rates on personal income would restore 
about $9 billion in individuals’ incomes. 

How much of this $9 billion would be spent is 
again hard to calculate, but it is obvious that it 
would be a substantial portion. Throughout the post- 
war years, incomes and spending of the consumer 
sector have advanced in close consonance, and there 
is no indication that the so-called “propensity to 
spend” would be seriously altered by tax reduction 
on the scale suggested here. Again, one can hardly 
say that the direction of the added consumer spend- 
ing would match the spending of the Defense De- 
partment; nevertheless, a large part of the increase 
in personal outlays would doubtless go into durable 
goods, where it would help to offset the losses of 
volume occasioned by the decline in defense. 

The actual cost to the order books and operating 
rate of business involved in a major curtailment of 
defense may thus not be so great after all if the cur- 
tailment is accompanied, as it will most certainly 
be, by an offsetting reduction in corporate and per- 
sonal taxes. But beyond this very short-range view 
of the impact of a defense cutback lie some obvious 
benefits, for the tax cuts need not be across-the- 
board, as suggested above. 


Help From a Revised Tax Structure 


Taxes may, instead, take the form of sophisticated 

alleviations of some of the worst sections of our 
tax code. For example :— 
» At only a very small loss of federal tax income 
the upper ranges of the personal tax structure that 
reach almost confiscatory rates could be eliminated. 
& Double taxation of corporate dividends could be 
eliminated (at a cost of perhaps $3 billion) or at 
least modified. 


& Depreciation allowances could be made more real- 

istic, to permit companies to recover not the histori- 

cal cost of equipment, but the replacement cost. 
Under current conditions, such a rationalization of 
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—73.2 


+13.8 
~aa7 
+13.6 
+22.6 
+11.0 
+ 53 
+22.9 





our depreciation accounting would 
cost the Treasury something like 
$3 billion a year in corporate tax 
revenue. 

The combined effects of some 
reduction in the general rate 
structure, and the elimination of 
specific irrational sections of the 
tax structure, could well be a4 
substantial additional stimulation 
to the private sector of the econ- 
omy, which would in turn provide 
still further offsets to the loss of 
defense business. It is widely 
agreed, for example, that the po- 
4 ie tentialities for replacing exist ng 
a : machinery in American manufac- 
r 5.4 turing industries are tremendous, 
+321 A substantial percentage of 
American industrial capacity in 
being is composed of outmoded, 
high-cost equipment incapable of competing on fa- 
vorable terms with lower-cost equipment installed 
in foreign countries (often with our financial hep), 

The funds provided by tax abatement and by re- 
vised depreciation regulations might well result in 
a far more than proportionate burst of demand for 
new industrial capacity, to achieve lower production 
costs for both domestic and foreign markets. 


Change 
1953-1955 


—12.7 


+ 6.7 
+ 68 
+10.7 
+13.5 


New Capital Formation 


Similarly, the higher margins of return on invest- 
ment in productive enterprise would stimulate the 
formation of new business, and provide the funds 
for expansion of established businesses. In particu- 
lar, it would stimulate the formation and growth of 
industries serving the consumer, whose incomes, 
enlarged by tax abatement, would permit them to 
materially raise their living standards. Those indus- 
tries which would take a new impetus from tax re- 
duction are not the defense industries, of course; 
the redirection of demand away from defense and to- 
ward consumer goods thus implies very heavy capi- 
tal requirements—what the economist calls a high 
rate of “capital formation.” Tax reductions occurring 
simultaneously in the corporate and personal sector 
could thus neatly balance additional demand against 
additional business funds to facilitate expansion. 

Adequately planned, the possibilities of tax re 
duction and tax rationalization could go far toward 
offsetting the losses of business volume accompany- 
ing a curtailment of defense. And, unlike each dollar 
spent in defense, each replacement dollar spent in the 
private economy will yield a bonus in the form of 
better living. 


New Avenues of Government Spending 


If this were not enough, there remains another 
legitimate form of activity by which government it- 
self can temporarily bridge the gap caused by any 
pronounced reduction in defense business. Granted 
a decline in budget spending for military purposes, 
there are a number of programs which are worthy 
claimants to government spending at times whel 
they do not pose the threat of deficits and inflation. 
Certainly under conditions of temporary recessi0 
accompanying a cutback (Please turn to page 732) 
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Mid-Year Dividend Forecast 





As The STEEL INDUSTRY 
MAKES A STAND 


—For economic stability — and a sound dollar 


By WARD GATES 


> Why sound strike settlement is of critical importance to our economy to check wage- 


price-living cost spiral . . . plug gold drain. . 


. strengthen our currency 


® Position and outlook for the Steel Industry . . . the elements of stability and 


expansion through new products and new uses .. . 


competition from substitute 


materials at home—low-cost producers abroad 
> Why “hold-the-line’” and closer pricing policy is feasible now 
> Appraising the record for the first six months and the prospects into 1960 for 


individual companies 


ECAUSE the steel industry occupies a posi- 

tion of basic importance as pace-setter in our 
economy, the outcome of the battle between man- 
agement ‘and the unions—the latest in a series of 
post-war contests—has deep significance for all of 
us. 

It is being regarded on all sides as certain to set 
a pattern that will shape the future wage-price 
trend from one end of the country to the other, and 
act as a curb on inflationary pressures now build- 
ing up. 

A common sense settlement would serve to pro- 
tect our home markets and check the inroads of im- 
ports that are undercutting domestic prices, and 
prevent further loss of export trade, which could 
result in turning the tide against gold shipments 
from this country, and the affect this is having on 
the value of the dollar in the international money 
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markets of the world. 

The fundamental considerations involved are 
clearly highlighted by a recent statement Roger 
Blough, Chairman of United States Steel Corpora- 
tion, made a week or two after the strike began two 
months ago, in which he said: 

“Like all strikes, this one will be settled sooner 
or later—and we all sincerely hope it will be sooner. 
Like other strikes, this one involves differences over 
wages, fringe benefits, work-rules and similar is- 
sues. But it also involves more. It is a test of 
whether the steel industry, or any industry in pres- 
ent-day America, can successfully resist the enor- 
mous power that has enabled our modern iabor 
unions to exact—frequently with the aid of gov- 
ernment—inflationary wage increases from one in- 
dustry after another—round after round—through- 
out these fourteen years.” 
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Statistical Position of Leading Steel Companies 





Ist 6 Months 





Full Year ———— 















































Net Profit Net Per Earned Per Dividend Per Price Div. 
Net Sales Margin Share Share Share Indic. Range Recent Yie'd 
1958 1959 1958 1959 1958 1959 1957 1958 1958 1959* 1958-59 Price % 
—(Millions)— % % 
NE en $ 55.9 $89.7 2.8 5.0 $.57 $1.58 $2.16 $1.88 $1.00 $1.20 34%- 19% 32 3.7% 
W.C. (mil.) ‘57—$38.4; ‘58—$38.2 
ALLEG LUDLUM STEEL .................... 99.2 163.0 130 7S 86 3.20 3.02 52 2.00 2.00 5934- 30% 56 3.5 
W.C. (mil.) ‘57—$60.2; ‘58—$62.7 
ID III a cscnsianeciexennassebointbion 407.9 592.0 50 8.4 1.42 3.42 4.71 3.89 3.00 3.00 80'2- 39% 76 3.9 
W.C. (mil.) ‘57—$298.9; ‘58—$340.9 
BETHLEHEM STEEL ...............cccccccssssee 1,003.6 1,448.1 53 8.5 1.13 2.64 4.13 2.91 2.40 2.40 59%e- 36% 56 4.2 
W.C. (m#.) ‘57—$676.6; ‘58—$700.3 
CARPENTER STEEL ........ siipigebecapendaiet 37.11 46.11 641 5.11 2.671 2.591 8.00 -86 2.00 2.00 117 - 39% 97 2.0 
W.C. (mil.) ‘57—$19.4; ‘58—-$15.8 
COLD: FUG G TRON .n.cnccssecrscses.s N.A. N.A. NLA. N.A. 331 dF 4.04 .47 507 3  315- 18 31 — 
W.C. (mil.) ‘57—$69.7; ‘58—$69.0 4.17 3.5] 
CONTINENTAL STEEL ....................... 23.4 30.3 7.9 9.2 3.23 5.40 5.34 7.53 3.50 2.00 7834- 28% 73 27 
W.C. (mil.) ‘57—$11.7; ‘58—-$13.6 
COPPERWELD STEEL .................c0000 40.4 745 4.5 46 4 26 3.08 2.41 1.76 1.00 2.00 49%2- 19% 46 4.3 
W.C. (mi!.) ‘57—$21.4; ‘58—$21.6 
MIE SIIPEIIE. scckiccarssedcnsdsnnscccncsone 85.8 154.5 & 835 1 2.22 1.73 1.13 -50 80 32%- 15% 29 2.7 
W.C. (mil.) ‘57—$52.8; ‘58—$60.4 
SIT SUI, ahtncachecncinaiaacncsinasctices 26.8 56.7 41.1 9.8 4 14 1.83 30 31 50 1.00 24%- 9% 22 4.5 
w.c, (mil.) ‘57—$24.4; '58—-$27.4 
EASTERN STAINLESS STEEL ............ 21.5 36.4 4.3 44 65 1.13 1.28 1.77 wae 90 31%- 13% 26 3.4 
W.C. (mil.) ‘57—$15.4; ‘58—$18.0 
GRANITE CITY STEEEL .............00.... 57.4 85.1 6.7 9.7 1.81 3.88 464 4.36 1.60 2.00 78%- 28% 71 28 


W.C. (mil.) ‘57—$32.5; ‘58—$33.4 





W.C.—Working capital. 
*—Based on latest dividend rate. 
d__Deficit. 


1_9 months ended March 31. 
2—Plus stock. 
3—Paid 4% stock thus far in 1959. 





Acme Steel: Earnings expected to recover sharply reflecting prosperity 
in auto and appliance industries, but financing of expansion seems likely 
to restrict gains. Modest boost in dividend reflects confidence. C1 
Allegheny Ludlum: Strong growth trend in stainless and specialty steels 
provides favorable background. Greater efficency and increased volume 
contributing to better margins. Earnings expected to increase sharply in 
1959. 

Armco: Ability to maintain operations in about half of facilities during 
strike should help sustain earnings and net profit may range well above 
$5 a share, compared with $3.89 in 1958. Modest dividend rise possible. 
BI 


Bethlehem Steel: Despite third quarter setback resulting from long strike, 
operations seem headed for above-average showing. Upturn in construc- 
tion enlarges market for structural lines. Earnings rise of 33% indicated 
for year. Al 


Carpenter Steel: Continuation of strong growth trend anticipated, reflect- 
ing emphasis on stainless products. With benefit of upsurge in demand, 
earnings for June 30 year probably topped $4.50 a share vs. $3.47 in 
1958. 

Colorado Fuel & Iron: Expansion in capital spending would favor demand 
for heavy steels and wire, constituting principal products of this company. 
Earnings recovery estimated at about $4 a share paves way for dividend 


renewal. BI 

Continental Steel: Rebound jn demand for wire and sheet steel contributed 
to impressive earnings rise in first half. Farm area prosperity a stabil.s 
ing factor. Dividend liberality likely to be maintained. BI 

Copperweld Steel: With benefit of acquisitions and expansion, this in 
dependent alloy and stainless producer has shown encouraging growth 
Rebound in earnings to above $5 a share indicated for this year. BI! 
Crucible Steel: Historical strong position in tool and specialty steels should 
work in favor of more satisfactory shipments and earnings reflecting ex 
pansion in capital goods industries. Dividend record rather errattic. C1 
Detroit Steel: Comeback of auto industry and agreement enabling com 
pany to continue operations pending strike settlement contributing to thi: 
a more satisfactory results. Dividend record points to risks involved 


Eastern Stainless Steel: High order backlog, partly military business, ex 
pected to assure continuation of active production throughout year. Bette: 
product mix may help profit margins in second half. Conservative divi 
dend payer. Cl 

Granite City Steel: Agreement with union to operate through industryw'd« 
strikes promises to bolster earnings, possibly above $6 a share and en 
ney, eniiar dividend rise. Benefits of modernization in plants evi 
ent. 





RATINGS: A—Best grade. 
B—Good grade. 
C—Speculative. 
D—Unattractive. 





That succinct statement of points at issue helps 
explain the stubborn resistance put forth by man- 
agements of the major producers in the protracted 
negotiations before the work stoppage as well as 
after the workers were called out. Importance of 
the objectives at stake are well recognized not only 
by leaders of the two sides in the dispute, but by 
managements and union heads everywhere and by 
government officials. Moreover, great numbers of 
workers and their wives clearly recognized the 
cleavage in viewpoints, according to surveys con- 
ducted in mill communities. Curiously, many em- 
ployes approved management’s determined stand 
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1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 





against inflationary trends; these workers sensed 
the futility of spending weeks and months in idle- 
ness to gain higher pay that failed to compensate 
for time lost and subsequent increased living costs. 

It is against this background of striving on the 
part of management to find methods (in automa- 
tion) for counteracting higher labor costs and on 
the part of labor to compensate for increased living 
costs and other benefits, that the investor must en- 
deavor to measure the probable worth of securities 
of representative companies—not only for the im- 
mediate future but for the years ahead. Factors to 
be considered from this viewpoint will be presented 
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Statistical Position of Leading 





Steel Companies —({Continued) 








1958 1959 1958 1959 19 
—{Millions)— % % 





_ Ist 6 Months————— —————Full Year —— 
Net Profit Net Per Earned Per Dividend Per Price Div. 
Net Sales Margin Share Share Share Indic. Range Recent Yield 
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W.C. (mil.) ‘57—$21.4; ‘58—-$19.5 


ee eee, ne $ 310.1 $469.2 64 89 $1.17 $2.43 $3.45 $2.77 $1.50 $1.60 55 - 24% 50 3.2 
W.C. (mil.) ‘57—$186.7; ‘58—$145.9 
i a Ee 37.5 703 33 7.9 56 2.49 3.08 126 90 1.40 31%- 18% 29 48 
W.C, (mil.) ‘57—$31.5; ‘58—$39.1 
JONES & LAUGHLIN STEEL ............ 300.8 552.7 18 7.46 64 5.31 5.65 2.79 2.50 2.50 81%- 35 77 3.2 
W.C. (mil.) ‘57—$142.9; ‘58—-$158.1 
a ee 51.3 48.1 59 63 3.21 3.22 10.61 4.38 2.00 1.00 10434- 60 82 12 









NATIONAL STEEL. ..........c.00ccrseesescees 231.2 4387 44 90 1 
W.C. (mil.) ‘57—$118.1; ‘58—$137.2 


39 5.26 6.13 4.80 3.00 3.00 98'2- 47% 94 3.1 









PITTSBURGH STEEL ....................00000 63.0 113.7 924 3.5 41 
W.C. (mil.) ‘57—$32.0; ‘58—$30.8 








REPUBLIC STEEL oo....-ccccccccccescsssssessnse 4172 7846 57 85 1 
W.C. (mil.) ’57—-$212.2; ‘58-$245.8 





W.C. (mil.) ‘57—$38.0; ‘58—$37.3 





W.C. (mil.) ‘57—$679.6; ‘58—$696 2 


38 2.14 1.80 41.37 — — 28%-14% 22 — 
53 4.28 5.45 3.96 3.00 3.00 80%- 37% 78 2.5- 
SID TIN, aossissvsccsesssiiccenieccrsns 44.7 835 22 36 4 .93 2.78 3.68 .20 .80 1.00 49 -25% 38 2.6 


REI HITE Suhnshesansseieacatasssebasecssardintecs 1,663.1 2,526.3 8.1 100 2.29 4.50 7.33 5.13 3.00 3.00 105%- 515% 103 2.9 



























W.C. (mil.) ‘57—$200.8; ‘58—-$277.6 


UNIVERSAL-CYCLOPS STEEL ............ 33.8 67.2 24 7.8 -50 3.16 2.50 2.04 801 1.001 47%- 19% 44 2.2 
W.C. (mil.) ‘57—$21.4; ‘58—$21.5 
WHEELING STEEL. ............cccccsscccsceee 102.6 154.7 28 7.1 1.08 5.24 5.32 3.69 2.35 3.00 66%- 33% 62 48 
W.C. (mil.) ‘57—$86.7; ‘58—$85.8 
YOUNGST. en 236.3 425.2 3.3 67 2.27 8.27 12.35 6.23 5.00 5.00 146'2- 682 140 3.6 













W.C.—Working capital. 
*—Based on latest dividend reports. 





1—Plus stock. 











Inland Steel: Strong competitive position in expanding Chicago market 
and concentration on plant efficiency account for above-average earnings 
results. Net may exceed $3.50 a share, against $2.77 (adjusted) for 1958. 
Al 

Interlake Iron: Sharp recovery in volume explains vigorous earnings im- 
provement of leading merchant pig iron producer. Prospects seem promis- 
ing for increase in $1.40 dividend or a year-end extra. BI 

Jones & Laughlin: Substantial benefits accruing from ambitious expansion 
program has encouraged another enlargement of oxygen facilities in 
Cleveland, paving way for further substantial gains in net profit. Bl 
Lukens Steel: Prospects for increased output and earnings improvement 
aided by expansion of facilities. Wider earnings progress anticipated in 
1960. Small capitalization factor in price action. Dividend policy conserva- 
tive. Bl 

Natonal Steel: With important Weirton division operated by independent 
union, output has been maintaned above 50% of canacity, affording 
basis for relatively good results. Stock considered candidate for a split 
later in year. 

Pittsburgh Steel: Need for extensive modernization of facilities to 
strengthen competitive position poses financing problem, but earnings re- 
covery this year is deemed encouraging. Dividend outlook considered un- 
certain. Cl 

Republic Steel: Promising outlook for auto industry, major outlet for 








RATINGS: A—Best grade. 
B—Good grade. 
C—Speculative. 
D—Unattractive. 





this company’s diversified products, considered favorable for earnings 
prospects this year and next. Maintenance of $3 dividend rate seems 
likely. BI 

Sharon Steel: One of smaller marginel producers, this company en- 
counters rough going in recessions. Earnings this year handicapped by 
flood damage, but recovery from poor 1958 showing regarded as 
likeiy. Cl 

W.S. Steel: Operating efficiency raised by large expenditures on ad- 
ditional facilities, bringing about decline in break-even point. Earn- 
ings recovery substantial this year. Outlook good for higher dividend 
or split. Al 

Universal-Cyclops Steel: Promising outlook for tool and stainless steel 
points to vigorous rebound in earnings and perhaps further dividend 
liberalization. Diversification expected to broaden markets and aid profit 
margins. 


Wheeling Steel: Construction industry’s progress affording wider markets 
for finished products. Strong comeback in earnings resulting from 
increase in volume. Net estimated above $6 a share. Dividend recently 
increased to 75¢ quarterly. B1 

Youngstown Sheet & Tube: Breakdown in merger plans with Bethlehem 
expected to speed plons tor expansion and improvement in facilities. 
Earnings recovering sharply, suggesting possibility of stock split 
action. 

































1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 
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in this article, which will be supplemented with sta- 
tistical information and brief comments on princi- 
pal companies in the steel industry. 


Near Term and Longer Term 


In any realistic appraisal of a basic industry such 
as steel, in the midst of a tough wage contract dis- 
pute, one should avoid placing undue stress on 
temporary confusing and disturbing factors. In- 
stead, it seems wiser to adopt a longer-range view- 
point while weighing the significance of underlying 
fundamentals. These may include, on the one hand, 
such things as (1) vigorous population growth and 
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rising living standards that promise steadily ex- 
panding markets for products fabricated from steel, 
and, on the other (2) potential effects on security 
values incident to the impact of recurrent inflation- 
ary wage hikes on manufacturing costs, and the 
changing evaluation of capital assets in terms of a 
declining dollar, (3) increasing competition from 
foreign steel makers as well as from materials like 
aluminum, plastics, paperboard, etc., (4) a threat- 
ened profit squeeze induced by rising labor costs and 
consumer resistance to price advances and (5) need 
for providing capital to finance expansion and plant 
modernization under costs that have multiplied rap- 
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idly these past 14 years. 


Assaying the Future 


Now let us turn to consideration of long-range 
factors mentioned at the outset of this discussion. 
Steadily expanding markets for steel stemming 
from population growth, encouraged the technologi- 
cal advances and refining of raw materials that 
makes possible the development of new products and 
new uses. Per capita use of steel has increased from 
year to year in response to the outstanding rise in 
living standards in the last generation or two, and 
from the discovery through research of a great 
variety of items never before made from steel—or 
any other raw material, as a matter of fact. All in- 
dications point to continuation of this trend so long 
as prices of steel can be kept competitive with other 
materials that might displace it. 

Promise of an ever expanding outlet for the es- 
sential raw material has sparked the industry’s con- 
stant enlargement of its facilities. It is interesting 
to note a few figures illustrating this rapid growth 
of one of the country’s vital industries. At the 
start of 1947, following a transition from wartime 
to peacetime operations, the industry had an in- 
stalled capacity of 91.2 million ingot tons. 

At the beginning of this year, a dozen years since 
the transition, installed ingot capacity had in- 
creased 62 per cent to 147.6 million tons. Moreover, 
a relatively high average rate of output was deliv- 
ered through the period despite the drop last year 
to an average of 60 per cent of capacity. 

For the twelve years the average rate of opera- 
tions stands at 87.3 per cent of capacity. Meantime, 
virtually every important segment of the industry 
has taken steps to modernize operations to meet com- 
petitive conditions. Thus the country’s steel makers 
are well situated to undertake responsibilities de- 
veloping from expanding markets. Enlargement of 
facilities is continuing. National Steel, Armco, Jones 
& Laughlin and Republic have undertaken work on 
sizable projects. 


To protect interests of stockholders so far as pos- 
sible, managements have pursued a cautious course 
in financing expansion by ploughing back a com- 
paratively high percentage of earnings into néw fa- 
cilities. Advantage has been taken of provisions for 
writing off costs of new plants as rapidly as per- 
mitted by law. For the most part, present plants 
are modestly appraised in relation to current costs 
of reproduction. Thus the industry has taken every 
precaution possible to counteract effects of rising 
construction costs to safeguard values of physical 
assets. 


Competition at Home and from Abroad 


Prospect of intensifying competition is an inter- 
esting subject. As far as other materials are con- 
cerned, steel executives are not concerned. Through 
aggressive research activities, the industry has been 
able not only to keep pace with its competitors, but 
even to register gains here and there. While it is 
true that aluminum has taken away some consum- 
ers who had been utilizing steel, losses thus far in 
important markets have been negligible and hhave 
been more than counterbalanced by acquisitions in 
other areas. So much for the threat from domestic 
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sources. 

With regard to competition from abroad—that is 
another question. For the first time, the problem of 
overseas seel shipments became an important fac- 
tor this year in wage contract talks. Union spokes- 
men sought to minimize the threat, since the ton- 
nage shipped to this country represented such a 
small part of total U.S. requirements; but, in some 
types of steel, competition from Europe and Japan 
has become serious. There seems little question but 
that steel executives, noting the “handwriting on the 
wall,” felt the time had come to make a stand 
against rising labor costs that offered increasing oo- 
portunities to foreign steel producers whose faci i- 
ties this country helped construct with foreign aid 
projects. 


Steel Imports Exceed Exports 


In support of arguments that imports posed a 
threat that could gain momentum, the indust»y 
points out that in the first five months this year ii- 
ports of steel mill products exceeded exports by moe 
than 77 per cent. This is the first time that the a1- 
verse trend has become so firmly established for such 
a length of time, and indications are that expectation 
of the protracted strike may have accelerated tie 
flow of foreign products into American ports. Latest 
figures.available disclose that imports set a monthly 
peak in May, stimulated in part by opening of the 
St. Lawrence Seaway, and in part by urgent stock- 
ing of inventories of raw materials on this side of 
the Atlantic in anticipation of the strike. 

As for exports of mill products made in this 
country, the statistics disclose a significant down- 
trend. In the first five months of 1959 the average 
total of monthly shipments fell to 170,000 net tons 
compared with a monthly average in 1958 of 225, 
000. Evidently U.S. mills are losing overseas mar- 
kets. 


Why Closer Pricing Policies Can Be Made Now 


Before turning to consideration of recent operat- 
ing results, a word should be said about the prob- 
lems of a threatened profit squeeze and the ability of 
producers to obtain sufficient capital for keeping 
facilities competitive. That conditions are likely to 
become increasingly competitive is apparent to all. 
In the first place, the growth in competition from 
abroad makes it abundantly plain that prices on 
many products are approaching a level beyond 
which they cannot move without alienating do- 
mestic consumers. Secondly, the industry’s capacity 
has expanded to a figure far above ordinary require- 
ments and, under normal conditions, the more effi- 
cient producers are likely to get the bulk of available 
business. Thirdly, the two top producers—U. S. Steel 
and Bethlehem—have indicated that regardless of 
terms of the 1959 contract settlement they would 
not raise prices. 

The declaration of a “hold-the-line” price policy 
presumably means that the two major producers 
feel the time has come to meet the criticism of “ex- 
cess” profits and that, now that productive capacity 
has been enlarged and modernized, the need for 
withholding earnings for future expansion is less 
urgent. In fact, rising “cash flow” should prove 
adequate for ordinary (Please turn to page 732) 
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SQUARELY UP TO CONGRESS 


— With $81 Billion to be refunded within a year 
By Robert B. Shaw 


® Background of government debt crisis. 
> With rates likely to climb to levels hitherto unknown on short term govern- 
ment financing (the only course open to the Treasury now)—a crisis of the 


first magnitude is inevitable. 


> Co-sufferers will be business—industry—and all the people—with many 


intended borrowers unable to obtain money at any price . 


to economic chaos. 


. . that can lead 


& Faced with an enormous debt—top-heavy early maturities—a disrupted 
market for government bonds—the situation cries for immediate corrective 


action. 


S the Secretary of the Treasury feverishly tosses 
and twists upon his bed at night, he must oc- 
casionally reflect with envy upon the comfortable 
debt position of such soundly managed corporations 
as the Santa Fe Railway. Aside from its equipment 
obli gations—which are modest—this prosperous car- 
rier has only a single bond issue outstanding, not due 
until 1995. At times in the past, the railroad may 
have wished this debt was callable, but today who 
wants to call a 4% bond? Happily relieved of all 
debt management problems, the executives of this 
road can concentrate their energies upon operating 
their business successfully. 
Contrasted with such a cheerful fiscal picture, the 
debt schedule of the United States federal govern- 
ment is hardly less than a nightmare. Gross debt of 
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284.7 billion dollars as of last June 30th is bumping 
uncomfortably against the debt limit of $288 bil- 
lions; this total is exclusive of certain guaranteed 
obligations outside of the debt ceiling. This money 
is owed on a confused variety of bills, certificates, 
notes and long-term bonds, not to mention a number 
of miscellaneous forms of indebtedness. The number 
of individual issues as of any particular date is diffi- 
cult to count, but must run around 90, not including 
the various series of savings bonds. 

But what is most nerve-racking of ‘all is the 
heavy schedule of early maturities. ® Of the pub- 
licly held debt of $237 billions, no less than $52 
billions, or 22%, falls due within the second half 
of the present year. ® Another $30 billion ma- 

tures next year, $23 billion in 1961, and so on. 
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Weekly average market yields for long-term U. S. Govern- 
ment 2% per cent bonds and for longest Treasury bills 








& Altogether, $145 billion, or 61% of the total 
publicly held debt, falls due on or before Decem- 
ber, 1963. 

The federal budget is, at best, in precarious bal- 
ance. Spenders remain in control of the government, 
and in this era of our greatest prosperity nothing is 
being done to reduce the debt. All maturing issues 
must, therefore, be refunded as they fall due. 

The Secretary of the Treasury plays a role very 
similar to that of a circus juggler. Like the enter- 
tainer tossing his balls in the air, the Secretary 
must keep outstanding his bewildering array of bills, 
certificates, notes and bonds, nimbly refunding each 
one as it falls back into his hands. But unlike the 
juggler the Treasury can look forward to no holi- 
day, not even to a brief respite. Constantly it is 
being required to keep more and more issues spin- 
ning at an ever faster rate. 


Higher Money Rates Aggravate Problem 


The Treasury’s problem is compounded by the 
sharp rise in interest rates that has taken place in 
recent months. Rates are currently at their highest 
level since 1933. The swing in short-term rates 
has been particularly pronounced, and the Treasury 
was obliged to offer a yield of 3.82% on its most re- 
cent offering of 90-day bills, on August 24, contrast- 
ing with rates as low as %% in 1954 and again in 
1958! Government notes and bonds of one to two- 
year maturities are selling at prices to yield as high 
as 434%. Curiously, more distant maturities are of- 
fering no higher and, in some cases, slightly lower 
yields, but this does not assure that the government 
could market new long-term issues at the same rates. 
The highest quality corporate bonds, like the new 
General Motors Acceptance Corp. debentures, have 
=—" been coming out with a full 5% maturity 
yield. 

The saddest words in the English language are 
“it might have been,” and retrospect makes it em- 
phaticaiiy clear that the federal debt should have 
been vigorously lengthened during the extended 
period from 1941 to 1954 when long-term rates were 
little more than half of what they are now. Un- 
fortunately, the barely higher than nominal rates 
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which prevailed on short-terms during most of that 
period, and the ease with which maturing bills and 
notes could be rolled over acted as a will-o’-the-wisp, 
distracting the debt managers from establishing a 
permanent policy. But regrets and recriminations 
are idle; and it can be useful now only to concentrate 
our attention upon the perplexing problems confront- 
ing the Treasury in September 1959. It is hardly an 
exaggeration to suggest that, in the absence of new 
legislation or an unexpected change in credit condi- 
tions, these add up to an impending crisis. 


How The Debt Piled Up 


A brief survey of the federal government’s over- 
all debt position will provide a startling point fcr 
the analysis of these problems. From what then 
seemed, in 1940, a burdensome level of debt aj- 
proaching $50 billions, but now in retrospect looks 
trifling, obligations quintupled during the war io 
$250 billions. At the termination of hostilities naive 
observers imagined that the debt could thereafter 
be gradually reduced, but instead it has continued to 
swell, under a Republican as well as a Democrat c 
regime, until it has reached its present total of $285 
billions. 

This gross amount can be divided into two majcr 
categories, the publicly held issues ($237 billions) 
and special issues ($45 billions.) The latter consis's 
of Treasury holdings of federal agencies, among 
which the Social Security Trust Fund of about $17 
billion is by far the most imortant single item. 't 
may comfort liberal “economists” to realize that 
this is money which, in a large sense, the govern- 
ment owes itself, and it can therefore manipulate 
rates and maturities at its convenience, although 
perhaps only at the expense of the designated bene- 
ficiaries of these funds. 

Public issues, disregarding two non-marketable 
items, consist of the familiar savings bonds and the 
ordinary, negotiable obligations. The E and J sav- 
ings bonds are issued on a discount basis, while the 
H and K bonds are sold at par and pay interest semi- 
annually, but effective rates and terms are similar 
in both cases. Savings bonds have been tailored, of 
course, for small investors who are expected to es- 
teem convenience and other factors above maximum 
yield. Nevertheless, the prescribed 314% maturity 
























































































United States Public Debt 
as of June 30, 1959 
Billions 
of 

Dollars 

Treasury Bills $ 32.0 
Certificates of Indebted 33.8 
Treasury Notes 27.3 
Treasury Bonds 84.9 
Total Marketable Obligations 178.0 
Treasury Bonds — non-marketabl 8.6 
U. S. Savings Bonds 50.5 
Total Public Issues 237.1 
Special Issues 44.7 
Total Interest-Bearing Debt .... 981.8 
Non-interest-bearing debt 2.9 
Gross Public Debt 7 
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yield on issues of this character is no longer very 
attractive in the current market, with the result 
that it has become a difficult, and in recent months 
an impossible, endeavor to hold purchases above the 
level of redemptions. 

But the bulk of the federal debt is held by larger 
investors— institutions, banks, insurance compan- 
ies and wealthy individuals—to whom the govern- 
ment must market its obligations in strict competi- 
tion with all other borrowers. To meet the require- 
ments of various types of investors, the negotiable 
debt is evidenced by bills offered on a discount basis 
with maturities not exceeding a year, certificates 
which also run for not longer than a year but carry 
interest coupons, notes with maturities up to five 
years, and bonds of longer maturity. 

® As observed above the Treasury’s primary 
problem at present is that it is primarily depen- 
dent for permanent funds upon recurrently ma- 
turing bills and notes. 


Those Legal Ceilings 
on Rates 





The most obvious argument in favor of lifting the 
interest rate ceiling and authorizing the sale of obli- 
gations other than bills and notes is simply to give 
the Treasury a breathing spell and space maturities 
more conveniently. But much more important rea- 
sons lie behind this. 

& Long-term bonds are ordinarily held, by in- 
dividuals and institutions, on a permanent basis. 
They sterlize purchasing power. Bills and notes, 
however, are typically held by banks and corpora- 
tions as a close equivalent of cash. They not only 
mature recurrently but can be sold quickly at any 
time or borrowed against to obtain funds for any 
purpose desired. And in the hands of commercial 
banks they comprise prime secondary reserves 
which can easily be turned into cash, thus allow- 
ing legal reserves to be kept at a minimum. 
Throughout the banking system as a whole loans 
can be extended, equivalent to roughly five times 
the legal reserves. In brief, long-term bonds usual- 
ly take money out of circulation and thus reduce 

spending pressure. Bills 





Why doesn’t the Treas- 
kngthen its maturities? 
Such a policy invokes ar- 
guments on both sides, 
but the succinct answer 
to the question is that 
law forbids a stretch-out 
oj the debt under present 
circumstances. A 41 year 
old proviso, incorporated 
in the Third Liberty 
Loan Act of 1918, places 
an interest ceiling of 
414% on government 
bonds. More recent legis- 
lation has fixed the maxi- 
mum rate on savings 
bonds at 314%. Since 
the market currently of- 
fers a considerably high- 





SCHEDULE OF MATURITIES 
UNITED STATES PUBLIC DEBT 
(publicly held issues only) 


as of June 30, 1959 





1959 ‘60 ‘61 ‘62 ‘63 ‘64 ‘65 ‘66 ‘67 ‘68 ‘69 ‘70 '71-‘76-'81-'86-'91- 


and notes often wind up 
as cash, adding to the 
money supply and can, 
therefore, be a strong in- 
flationary stimulant. 


Inducements Must Be 
Offered To Sell 
Bonds Today 


What are the argu- 
ments against lifting the 
long-term interest ceil- 
ing? Undoubtedly the 
major objection is sim- 
ply the emotional opposi- 
tion to higher interest 
rates. It has been in vain 
that the President and 
economic authorities 
have explained that the 
desired bill would not 





‘75 ‘80 ‘85 ‘90 ‘95 





er rate both on outstand- 
ing, heavily discounted 
government bonds and upon corporates of compar- 
able quality, these ceilings operate in effect as an 
absolute prohibition against the issuance of com- 
peting treasury bonds. 

In order to allow an orderly extension of the debt 
and to place the government on a parity with other 
borrowers, the Eisenhower administration, with the 
influential support of Senator Byrd, has pressed vig- 
orously for the removal of these stifling interest 
rate restrictions. Nevertheless, a largely Democratic 
opposition in the House of Representatives has con- 
sistently opposed this bill, and as of the moment 
it looks as if Congress will adjourn without action 
upon it. It is difficult, of course, to generate the same 
public interest in a recondite issue like interest rate 
ceilings as in emotion-packed questions such as 
Khrushchev’s visit, labor union reform or the steel 
strike, and in a country where borrowers greatly 
outnumber lenders, politicians naturally feel it is the 
Wiser course to be against high interest rates and 
tight money. Nevertheless, the consequences of in- 
action upon this issue will be serious, possibly even 
dai gerous! 
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raise existing rates but 
would simply recognize 
them. (Congress is likely to accede, however, to the 
more popular request of lifting the rate on savings 
bonds to 334.%.) 

The opponents of this measure have also suggested 
that rates could be maintained at an artificially low 
level, within the prescribed limit, if only the Federal 
Reserve would provide aggressive price support for 
government bonds. Such a program could accom- 
plish its immediate objective, but only at the cost 
of extremely dangerous consequences. 


> It would not only destroy the independence 
of the Federal Reserve System, but by pegging 
all government bonds at par, would make them 
the equivalent of cash and thus add $285 billions 
to the money supply at one stroke! 


Money Crisis Being Forced on Treasury 


But the administration, while continuing to fight 
a vigorous rear-guard action, has apparently lost the 
battle for removing the 414% interest limit, at least 
so it appears. What will happen now? The immediate 
answer is that the Treas- (Please turn to page 731) 
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Inside 
Washington 








ACTION to cut the overflow of strategic materials in- 
to the nation’s defense stockpile has begun. It has 
been obvious that warehousing of metals and other 
commodities essential to feed the demanding maw 
of defense preparation had gone out of bounds. Sev- 
eral methods had been proposed. The simpler ways 
were to sell off overage of material, or stop buying; 
these proved complicated in their side effects. To 
dump large tonnages of metal into the open market 
would depress whole industries, especially in the ex- 
tractive group. At mere mention of that approach, 





WASHINGTON SEES: 


The United States has about $2 billion in soft 
currencies lying in overseas banks or public 
treasuries and the figure is growing faster than 
the ingenuity of our financial and legislative 
minds can overtake it. Only recently, Congress 
hit upon a scheme to put some of this money to 
useful purpose: since it can be spent freely in 
the country of issue, our embassies and legations 
are drawing upon it for operating expenses, 
supplementing dollar appropriations for this 
purpose. 

The funds were lightly regarded in earlier 
years when their total was not staggering. They 
have accumulated through sales of surplus 
United States farm commodities, paid for in 
money not interchangeable with other currencies; 
from counterpart funds (local money set aside 
proportionately by countries assisted under the 
mutual aid programs); and soft currency de- 
posits for eventual repayment of developmental 
loan funds. 

Best-sounding plan for utilization to come up 
recently is the proposal by Rep. Charles Brown 
(d.-Mo.) that businessmen be allowed to draw on 
the inactive funds to defray costs of their ex- 
ploration for investment opportunities in the issu- 
ing countries. Such private investment is sorely 
needed and would further national policy. The 
idea is being weighed by the Administration. 















By “VERITAS” 


Senators from the mining states girded for war. To 
stop adding to the tonnages might mean abrogation 
of existing contracts and that, of course, would never 
do. 


NEGOTIATION with International Nickel Company of 
Canada, Ltd., has resulted in a deal which releases 
the stockpile from existing obligations to purchase 
nickel from that company. The seller agreed that all 
remaining tonnages deliverable under the contract 
will be diverted into the market instead of being 
shipped to government warehouses. The Treasury 
will pay the company the difference between the 
market price and the contract price—the payment 
to be made in government-owned nickel oxide sin- 
ter, which is in excess supply. A complete study of 
the current situation of the nickel industry appears 
in this issue, starting on page 705, entitled, ““Wor'!d 
Nickel Supply Leaps from Shortages to Over- 
Production.” 


ALWAYS glad to do business with Russia, is the tenor 
of announcement by the Commerce Department that 
the closed circuit color TV unit made famous by the 
Nixon-Khrushchev “debate” may be purchased by 
the Soviet Union for $220,000. This would save the 
cost of returning it to the United States. In the same 
category are 1800 other Moscow exhibit items. Said 
Secretary F. H. Mueller: ‘This trade offer is both a 
sincere gesture of good will to the Soviet people 
and a definite opportunity for the Soviet Union and 
the United States to do business. American business 
will continue to look with interest on two-way trade 
with the Soviet Union which is mutually advant- 
ageous to both countries.” 


RAILROADS faced with the alternatives of spending 
a minimum of $14 billion in the next 10 years for 
rolling stock, rail, yards and traffic controls or drop- 
ping below the point of national safety in the event 
of military mobilization are asking Armed Service 
Committee backing for a program which includes: 
tax exemption on earnings set aside for such re 
placements; a 15-year write-off for tax purposes on 
items now amortized over as long as 40 years; legis- 
late equity into carrier competition. 


THE MAGAZINE OF WALL STREET 













Mon MW Wo iale Is Im 


fcocre 5 


+m MN +A OO PIN Io 


Jw [ss 


non 


Ni 


To 
ion 
ver 


r of 
Ses 
ase 
; all 
‘act 
ing 
ury 
the 
lent 
Sin- 
y of 
ars 
ord 
ver- 


nor 
that 
the 
| by 
the 
ame 
Said 
th a 
ople 
and 
ness 
rade 
ant- 


ding 
_ for 
rop- 
vent 
"vice 
des: 
| re 


'S on 
e0'iS- 











Congress goes out of existence was legislation to set upa 





























permanent agency to deal with Federal-State relations. This 
is a topic that has run through Washington deliberations 
since the days of the New Deal when strong central government 
all but obliterated state lines. But it has been handled 

on a talk basis rather than in performance. This year 
agreement was reached on both sides of the Capitol that the 
time had arrived to stop temporizing, and act. The House of 
Representatives took the first step by overwhelmingly 
indorsing the Fountain Bill to establish a continuing 
agency. The vote was based on the findings of a three-year 
Study. Meanwhile, a companion bill had been introduced by 
Senator Edward Muskie. How well established the need had 
become was shown by the fact that 25 other Senators asked 
permission to add their names to Muskie's sponsorship. 























Political innovation is wrapped up in the Congressional 





stion. It conterplates bringing together 
or the first time a permanent 
itergovernmental body representing all 
three levels of government. Membership is set 
up as follows: 3 from the House of 
Representatives; 5 from the U. S. Senate; 

5 from the Executive branch of the Federal 
Government ; 4 state governors; 3 members of 
State legislatures; 4 mayors; 2 county 
officers; 3 persons from private life. 
Federal-State relationships and overlaps do 
not supply as dramatic an issue as ridding 
labor of hoodlumism and some other headline 
topics, but the importance of solving the 
problems cannot be overestimated. 
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Programmed for the Advisory Committee 
on Intergovernmental Relations is permanent 








Available to the agency would be thousands 
of pages of testimony taken at earlier 
congressional hearings. Witnesses deplored 
the existing situation; some of them made 
Specific proposals to reallocate taxing 
areas to return federal and state functions 
to the Constitutional intent. Then committees 
reported to Congress, and dropped the 
Subject. Available, too, is a library of 
Speeches and recommendations from annual 
conferences of Governors, from the United 
States Conference of Mayors, from the 
National Association of County Officials 
and from the U. S. Chamber of Commerce. 
Naturally, they are not all in agreement. 





make it clear that Washington cannot forego 


taxes without proportionately reducing 
grants to states. A few Governors favor 
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facing up to this simple fact; many of them 
seek to collect—both ways. 








Labor Unions are taking political stock 
and the inventory isn't pleasing them. Less 
than one year has elapsed since an election 
in which an overwhelming majority of 
candidates they backed in a national 
balloting were victorious and few whom they 
supported were defeated. From the highest 
official in Washington's marble houses of 
labor down to the hired quarters in remote 
hamlets, Labor voiced joyous optimism. Like 
the rooster that convinced himself he had 
crowed up the sun, the unioneers persuaded 
themselves to the belief that they had won 
the election. They moved on all fronts; 
shorter work-week with no reduction in pay, 
demands for benefits which would offset 
every advantage growing out of automation, 
cutting the profit dollar along lines of 
their own patterning, 10 million more 
persons brought under the Federal wage-hour 
law and millions of them prospective union 
dues-payers, amendment of the Taft-Hartley 
Act where it inconvenienced the Labor bosses 
in their machinations. This was the 
framework of an ambitious program. But the 
record of achievement reads differently: 
Nothing. 


























Replying to inquiry by Rep. Olin E. 
Teague of Texas, who asked, "What steps, if 
any, have been taken to bring action against 
Mr. Hoffa in the Courts of this country based 
on the material made available to you by the 
Congress of the United States?" the 
Department of Justice has compiled a 
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Statement of its performances to bring 
unions and their officers to book. But on 
the specifics of the Congressman's question, 
Department supplied an explanation, if not 
an answer, to the question thousands of 
people have been asking. The Department 
said: "Many actions which are morally 
reprehensible are not violations under any 
law. And you no doubt realize that other 
actions which are legal violations under 
state law, or perhaps even constitute unfair 
labor practices in nowise constitute 
criminal violations under federal statutes." 

















Encouraging to congressmen who have been 





hearing that weak enforcement is militating | 





against the prospect of success in beating 
back goon-ism in labor's hierarchy, were 
these data: From 1954 to date, the Department 
of Justice secured the convictions of 31 
individual members of the Teamsters Union. 
The charges ran the gamut from violations of 
the Hobbs Act (violent and extortive 
interference with interstate commerce), 

the Taft-Hartley Act, internal revenue laws, 
and perjury. Convicted also were eight 
businessmen who figured in the connivances. 

















Teamsters Union leaders and affiliates 
have been the more publicized but there has 
been commendable activity in the labor 
racketeering field generally. Since 1954 the 
Department secured 134 convictions under 
the Hobbs and Taft-Hartley Acts alone. In 
the preceding six years there were 5 
convictions. And pending today are 23 
indictments against 14 individuals in the 
Teamsters’ Union. In addition there are 
indictments pending against 2 businessmen 
who are alleged to have participated in 
violations with the teamsters. Additionally, 
more than 60 separate investigations of 
criminal wrong-doing have been initiated 
by the Criminal Division. 























Approval of the preliminary report of 
Richard Nixon's Cabinet Committee on Price 
Stability for Economic Growth continues to 
be restrained. Its issuance caused scarcely 
a ripple of comment, virtually no mention 
on Capitol Hill. The reasons are not hard 
to find. None is acriticism of the report. 
In the first place, the Vice President's 
staff came up with no more than philosophical 
framework of an investigation which called 


























In the second place it was released at a 
time when it competed for mention in 
newspapers and other media when 





news was crackling all over the lot. It 
earned little space or mention. But it is 
high on the list of "things to be done" in 
1960. It will receive deliberative study 
during the recess of Congress. 














Happily, Mr. Nixon and his Cabinet 
associates eschewed the sensational. 
stated the problem and delineated it, 
but they didn't attempt to supply the answers 
in advance of inquiry. There wasn't a line 
in the brief report that had been tooled for 
headline purpose. Whether the economy is 
strong or weak, improving or worsening, is 
the fundamental inquiry and the Nixon 
Committee saw it clearly when it posed the 
question: "What Do We Really Want From Our 
Economy?" Obviously the answer to that must 
be found before fulfillment or failure can 
be gauged. 


They 

















Specifics will come later. The breadth of 
examination proposed seems mirrored in the 
subheadings of the report: Are continual 
price increases inevitable? If not, how can 
the general level of prices be stabilized? 
Can price stability AND maximum employment 
opportunities be maintained together? How 
can a high and sustainable rate of economic 
growth best be brought about? Can a high 
rate of growth AND a stable level of prices 
be maintained together? How much have prices 

















actually risen? In a separate category are 
these: What is the relation of productivity 
to wages and prices, and to wage-price 
spirals? Would rising prices threaten our 
export markets and, more generally, would 
they threaten the continuation of 
prosperity? 














Suggesting, but without limiting the 
type of answers, the committee ventures 
maximum employment opportunities and 
reasonable stability of the price level are 
the true sources of economic growth. While 
growth usually is measured by increases in 
the national output of goods and services, 
the Committee reminds that these figures 
may grow out of population growth. A better 
definition (one not yet fully accepted, but 
hinting the trend of thinking) is "average 
output per person" supplemented by data on 























for no legislative or administrative action. 









704 





average output per hour of work. 








THE MAGAZINE OF WALL STREET 











I 
ju 


w 


REET 








Longhole drilling in | 
one of the mines of The 
In‘ernational Nickel 
Company. 


Mystery-Moak 
Area of 


MANITOBA 







S is well known, even more than in the case of 

other raw materials such as zinc and iron ore 
and copper, the United States is vitally dependent 
on foreign sources for its supply of nickel. There 
are few if any commercially exploitable deposits of 
nickel within the boundaries of the United States. 
Until about a decade ago, almost ninety per cent of 
the nickel used in American industry came from a 
large belt of nickel deposits which is located in the 
vicinity of Sudbury in Northern Ontario about three 
hundred miles north of Toronto. And these reserves 
have been almost entirely in the control of one cor- 
poration — International Nickel — whose head of- 
fice is in New York. A very large percentage of the 
nickel mined by International Nickel Co. in the Sud- 
bury region in the past has been refined at Port 
Colborne near Buffalo and has gone to markets in 
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Queen Elizabeth II, escorted by 

Henry S. Wingate, Pres. 
of International Nickel, leaving 
the company’s Frood Mine. 
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WORLD NICKEL SUPPLY 


—Leaps from shortages to over-production 
— 525,000,000 Ibs. produced against total 
world consumption of 320,000,000 Ibs. 



























By W. E. Greening 


& The nickel exploration rush brings in great new producing areas in Canada 
. with International Nickel in dominant position—seeking ways to adjust 
demand to rapidly growing supply. 


®& Successful prospecting in Cuba pays off in large ore deposits . . . development 
by National Lead stymied through lack of confidence in Castro. 

& Overproduction—and impact of U. S. stockpiling contract cancellation as of 
August 25, 1959 to offset huge surplus of nickel held—is bringing program 
to stimulate new uses for the metal. 


> Investment position of International Nickel today. 


the United States. This metal is one of the largest 
single items in Canadian export trade to the United 
States. Thus Canada has had an almost complete 
monopoly of the production and the supply of this 
valuable metal although small quantities have been 
mined in some other regions of the globe including 
New Caledonia, Sweden and Greece. 

During the past fifteen years, however, there have 
been great changes in the world nickel picture. This 
metal came into short supply in the United States, 
in the period immediately following the outbreak 
of the Korean War in 1950 because of the greatly 
increased demands of the defense program in the 
United States. And the United States began a nickel 
stock piling program for military purposes which 
only got under way in the year 1953. The nickel 
content in ferrous and non ferrous munitions prod- 
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ucts of various types was reduced. Manganese 
was substituted for nickel in stainless steel and in 
many cases it was replaced by chromium. Restric- 
tions were placed on the export of nickel from the 
United States. 

Also the Government in Washington for the first 
time began to attempt to develop new sources of 
supply for this metal outside of the boundaries of 
the United States. After prolonged negotiations, in 
1952, it entered into a contract with the Falconbridge 
Nickel Corporation, a mining company whose head 
office is in Toronto, for the annual sale of sixty mil- 
lion pounds of nickel a year for a period ending in 
1959. Falconbridge Nickel controls extensive proper- 
ties in the Sudbury region of Northern Ontario and 
this contract has enabled it to expand its productive 
facilities there very considerably. This same corpora- 
tion was also successful in obtaining some contracts 
for the sale of nickel on a long term basis to several 
of the large American steel corporations. 


Opening Up New Areas of Promising Reserves 


At the same time, the shortage of this metal 
in the United States together with its hivh price on 
world markets, caused a new wave of prospecting 
all through the Laurentian Shield region of North- 
ern Canada which extends westward from Quebec 
to Manitoba. The largest and the most promising 
reserves located to date are situated in a remote 
region of Northern Manitoba about six hundred 
miles north of Winnipeg, in a region which was only 
opened up to civilization during the past decade with 
the construction of new rail lines and northwards 
extension of commercial air services. Sherritt-Gor- 
don Mines, a Canadian corporation with its head 
office in Toronto, has done a great deal of prospect- 
ing in this area and has located extensive nickel and 
copper deposits in the Lynn Lake district there. In 
1954, this corporation signed a contract with the 
United States Government for the sale of nickel 
from these properties on a long range basis. Sherritt- 
Gordon has laid out a town site for its employees at 
Lynn Lake and has built a refinery for the treatment 
of the ores mined there at Fort Saskatchewan, near 
Edmonton in Alberta. 

In the meantime, the International Nickel Com- 























Comparative Balance Sheet Items 
December 31 June 30 
ASSETS 1958 1959 Change 
(000 omitted) 

SID aksicistshctassinsusnsanesinesseniininsonts 33,708 ) 

91,575 + 166,480 +$ 9,144 

32,053 | 

127,592 131,957 + 4,365 
TOTAL CURRENT ASSETS ........ 284,928 298,437 + 13,509 
OE NII i esccsscsccscnscecsccsosces 253,848 277,750 + 23,902 
I oasis cciednkdondineness 8,060 6,256 —- 1,804 
I MMII: socciescecsscsssercconceoies 757 3,354 -+ 2,597 
UIE, POIOD siccssccnscseccnssssccces $547,593 $585,797 +$ 38,204 
LIABILITIES 
CURRENT LIABILITIES .............. $ 47,247 $ 58,137 +$ 10,890 | 
Cont’g. Ins. & Other Res. ........ 26,530 27,357. + ,827 
wr tlag Foose liga Seat ie i: 3756 I 6,866 
EE TE ocicccccccsiccesccass 60,767 60,958 a 191 
I cacan sesnien siManaccsciaien 381,159 400,589 -+ 19,430 
TOTAL LIABILITIES ................... $547,593 $585,797 +$ 38,204 

$237,681 $240,300 -++ 2,619 
6.0 5.1 — £ 














pany has also been doing a great deal of prospecting 
work in this same region of Northern Manitoba and 
has located some very large and promising deposits 
in the Mystery and Moak Lake region near the line 
of the Canadian National Railways which runs be- 
tween The Pas, Manitoba and Port Churchill on 
Hudson Bay. At the present time, it is spending 
about $175,000,000 on the development of these de- 
posits. The sinking of mine shafts and the construc- 
tion of a smelter are under way there and a com- 
munity called Thompson has been laid out for the 
workers. This mine is scheduled to come into full 
production some time in 1961 with an annual rate 
of 75,000,000 pounds. By this date, the combined 
rate of the Sudbury and the Northern Manitoba 
properties of International Nickel are expected to be 
in the vicinity of 385,000,000 pounds. Northern 
Manitoba is thus developing into a nickel production 
region of equal importance to that of the Sudbury 
district in Ontario. 










































Long Term Operating and Earnings Record 
Operat- Percent 
Net ing Operat- Total income Net Net Net D'v. Earned 
Sales Income ing Income Taxes Income Profit Per Per on Price Range 
Margin Margin Shore Share’ Invested High Low 
—_—(Millions)—— —_——(Millions) - Capital 
1959 (6 mos. ended June 30) ............. $212.4 $ — — % $— $14.5 $38.3 18.1% $2.63 $2.60! — % 10634- 863° 
322.0 63.6 19.7 67.9 28.2 39.6 12.3 2.72 2.60 9.0 95 - 70% 
442.8 136.7 30.8 142.9 56.8 86.1 19.4 5.90 3.75 19.5 11534- 663% 
444.7 151.8 34.1 157.3 61.0 96.3 21.6 6.50 3.75 21.7 11238- 78 
; 416.3 148.7 35.7 151.7 60.2 91.5 22.0 6.14 3.75 22.7 8758- 57% 
352.2 106.0 30.1 108.6 43.3 65.3 18.5 4.34 2.90 17.7 59%2- 34% 
338.5 95.3 28.1 97.6 43.9 53.6 15.8 3.54 2.35 16.9 4758- 34% 
314.2 100.5 31.1 102.4 43.5 58.8 18.7 3.90 2.60 18.0 48%4- 40% 
286.7 109.1 38.0 1117.0 48.1 62.8 21.9 4.17 2.60 20.3 423%- 3134 
228.0 75.0 32.9 76.3 27.5 48.7 21.3 3.21 2.00 17.0 367%- 25% 
182.8 48.9 26.7 50.2 17.9 32.5 17.6 2.08 2.00 12.0 3134- 2558 
10 Year Average 1949-1958 .............. $332.8 $103.5 30.7% $1065 $43.0 $63.5 18.9% $4.24 $2.83 17.4% —_- — 
1_1959 indicated rate. 21959 ranne to Aun. 31. 
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Prospecting That Paid Off in Cuba 

At the same time, since the be- 
ginning of the Korean War, the 
United States Government has al- 


— INTERNATIONAL NICKEL | : . N 
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so been making efforts to stimu- ‘Seneca babe: 
late nickel production in Cuba 
where some large reserves are 
ocated in the eastern section of 
he island. During the Second 


Vorld war, the Freeport Sulphur 
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of the United States Government, 





yegan mining operations in the 
Niearo region there, but these 
nines were closed down after the 
War because of the cessation of 
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Lickel shortage in 1950, American 
nterest in these deposits revived. 
n 1951, control of them was ac- 
juired by the National Lead Com- 2.55 | 2.08 | 3.21 
any and a contract for the sale 
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of these properties of Cuban nick- 
el was made with the United 
states Government. Mining operations rapidly in- 
‘reased there and by the end of 1960, the Nicaro 
lant is expected to have an annual production rate 
‘f nearly 60 million pounds a year. At the same time, 
the United States Government has also been buying 
nickel from another mine located at Moa Bay in the 
same region of Cuba. The future of these projects 
however has been put in doubt by the advent of the 
Castro regime in Cuba. No one knows yet what the 
policy of Castro and his advisers towards American 
enterprises of this type in Cuba will be. There have 
already been rumors in Havana of expropriation. At 
all events Cuba is not likely to be a serious rival to 
Canada in the field of nickel production in the near 
future. 


Increasing Nickel Supply Outstripping Demand 


This program of the United States Government 
has caused a great increase in world nickel produc- 
tion during the past ten years. It has recently been 
estimated that the total nickel production of the 
Free World bloc of nations will reach a peak of more 
than 525 million pounds in the year 1959. The Chair- 
man of the International Nickel Company recent- 
ly stated that it is possible that world nickel produc- 
tion will reach a new high of about 650 million 
pounds in 1961 largely because of the new reserves 
which are being opened up in Northern Canada. 

But because of this great rise in production and 
because of the success of the military stock pile 
program instituted by the United States Govern- 
ment, the nickel shortage in that country had largely 
disappeared by the end of 1957 and this metal ceased 
to be in short supply. In the beginning of the year 
1958, the stock piling programme may be said to 
have come to an end when the United States Gov- 
ernment authorized the offering to private industry 
0 some 135,000,000 pounds of nickel. At the same 
time the contracts of the Government with Inter- 
national Nickel and the Canadian mining companies 
for the delivery of nickel were deferred. 


SCPTEMBER 12, 


1959 


x 6 months 


International Nickel’s sales in the United States 
were also affected by the business recession during 
1958 and by a strike in the mines near Sudbury 
which was only settled towards the end of the year. 
These changes in market conditions were reflected 
by the business of International Nickel during 1958. 
Net earnings during that year amounted to only 
$2.72 per share of common stock as against $5.90 
per common share in 1957. Even though the mar- 
ket for nickel has to some degree experienced a re- 
covery in the United States during the past six 
months and although the demand for nickel has not 
fallen off in the United Kingdom and the countries 
of Western Europe, yet the gap between the produc- 
tive capacity of the industry and the demand con- 
tinues to increase. In the year 1958, the productive 
capacity of the Free World group of nations was 
about 525,000,000 pounds as against a total world 
consumption of about 320,000,000 pounds. 


International Nickel Opens New Uses for Metal 


In order to offset the declining demand for nickel, 
the International Nickel Company during the 
past two years, has undertaken a vigorous campaign 
to find new industrial uses for this metal and for 
stainless steel of which it forms such an important 
component, and to reverse the trend towards the 
use of substitutes for nickel which has become so 
strong in the industry during the past few years. 
For one thing in the automobile industry in the 
United States, nickel-containing alloy steels have 
been reintroduced in passenger cars and the thick- 
ness of steel on such plated parts as bumpers and 
trim has been substantially increased. In the build- 
ing and construction field, the average nickel content 
of constructional alloy steels has been increased ap- 
proximately one third. A campaign has also begun 
to increase the use of stainless stee! in the construc- 
tion of curtain wall panels and frames which are so 
widely used to-day in the erection of many different 
types of buildings. An in- (Please turn to page 730) 
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A realistic appraisal of 
THE KEY AUTOMOBILE INDUSTRY 


— As it moves into a decisive year 


By Harold Fisher 


® How the Big 3 are adjusting to the growing market for the small 
car . . . competition from established independents and imports. 


> Wage-cost-price factors .. . 


impact on earnings of lower profit mar- 


gins on small cars as compared with medium and higher priced 


American type cars . 


. . can anticipated higher sales of compact cars 


improve companies’ profit position? 
& Sizing up prospects for Chrysler’s Valiant—Ford’s Falcon—General 


Motors’ Convair. . 
baker's Lark. 


HE automobile industry is entering one of the 
most crucial years in its history. With the intro- 
duction of new compact cars by the Big Three this 
Fall, the industry will make its first serious attempt 
to meet the challenge presented by the aggresive 
manufacturers of small European economy cars. 
But stopping the rising flood of imports is only 
part of Detroit’s problem. For while they are putting 
their stamp of approval on small, inexpensive cars, 
the major American manufacturers must at the 
same time preserve a profitable product mix; they 
must maintain a large part of their present market, 
consisting of low-priced Chevrolets, Fords and Plym- 
ouths, as well as medium priced and luxury cars. 
Fortunately, the auto industry is entering this 
year of the “big change” under favorable conditions. 
Discretionary spending power is at an all-time high, 
as a result of the rise in consumer incomes and the 
growth in the number of multi-income families. The 
new automobile, too, while somewhat reduced in im- 
portance as a status symbol during recent years, 
still accounts for a very substantial part of the av- 
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. position of American Motors’ Rambler—Stude- 


erage family’s budget, and at worst, only a slight 
decline in this ratio can be expected over the next 
few years. 

Nevertheless, the Big Three of the auto industry 
must expect a certain amount of substitution of 
compact cars, selling under $2000, for present 
low-priced and medium priced cars, which sell at 
retail between $2,000 and $3,500. 

The profit margins of the manufacturers on the 
new compact cars—General Motors’ Corvair, Ford’s 
Falcon, and Chrysler’s Valiant—will be lower per 
unit sold than on larger cars which sell for almost 
twice as much. But if the total number of units 
sold in 1960 exceeds the 1959 total by a substantial 
amount, the Big Three may be able to make as much 
money as in 1959, and they may even be able to ex- 
ceed this year’s earnings performance. 


The Competitive Picture 


For the present makers of compact cars—Ameri- 
can Motors, which makes the Rambler line, and 
Studebaker-Packard, which makes the Lark—the 
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future certainly holds greatly intensified competition. 


The Rambler, is relatively well-established, as the 
first successful entry in the compact car, and Ameri- 
can Motors should report good earnings for 1960— 
possibly moderately less than the $10 to $12 a share 
which will be earned in the fiscal year ending next 
Sept. 30: In 1961 and 1962, however, Rambler will 
feel the full weight of Big Three competition, as 
the latter get tooled up for larger production. With 
lighter, more modern cars than American Motors’ 
Rambler and with larger dealer organizations, the 
Big Three should be able to trim Rambler’s share of 
the market. This phase should be reached during 
the second half of 1960, when Big Three output of 
compact cars will be moving up steadily. 

For Studebaker-Packard, the going may be rough- 
er than for American Motors. Retail sales of Stude- 
baker-Packard’s Lark have increased over threefold 
this year compared with 1958, but since June, Lark’s 
share of the market has been declining. This dip 
will be intensified when the Big Three compact cars 
reach the market. 


The Swing to the Small Car 


Big Three producers are not yet willing to concede 
that there will be substantial decline in 1960 in sales 
of the larger, higher priced cars which they are cur- 
rently selling. But the predictions which they are 
making for next year indicate that they are expect- 
ing to be squeezed somewhat in this important part 
of their business. They had no choice, however, but 
to introduce the new low-priced compact cars; if they 
had not done so, Rambler, Lark and the imported 
European cars would have taken a steadily rising 
share of the market. As it is, these smaller cars have 
already achieved a very substantial position. Ram- 
bler and Lark will together account for over 500,000 
cars this year—about 8 per cent of total retail 
sales,—while the European cars will come close to 
600,000, or nearly 10 per cent of the total market. 





SESTEMBER 12 


1959 








Forecasts for 1960 by Big Three executives call 
for retail sales of about 6.8 million to 6.9 million 
cars—if all goes well. Of this total, at least 500,000 
or 100,000 less than in 1959 will be accounted for by 
European imports; a sharper decline in this category 
cannot be expected, because the smaller European 
cars will be offered at lower prices than the compact 
cars made by American producers. The price differ- 
ential should remain at least $100 to $200 in favor 
of Volkswagen, Renault, Simca, Fiat, Hillman and 
other small European economy cars which are priced 
between $1500 and $1700. Hence, until American 
producers can introduce small cars which can com- 
pete with the Europeans in price, imports will re- 
main substantial factors to be reckoned with. 


The Wage-Cost Factor 


Owing to the huge labor rate advantage enjoyed 
by European producers, Americans are going to be 
no more eager to introduce cars in the $1500 to 
$1700 class than they were to bring out the new lines 
of compact cars. 

But eventually this may become necessary, if 
only to reestablish fully the prestige of the American 
industry, and to provide entries for each price class. 
The unit of manufacturer’s profit on all cars smaller 
than present low priced cars—Chevrolet, Ford and 
Plymouth—will be unsatisfactory, judged by pres- 
ent standards. 


Size, Weight and Price Considerations 


Price competition is likely to be a much more im- 
portant problem in 1960 than it has been thus far 
in 1959. The Big Three producers, in pricing their 
new compact cars, must establish them at levels 
which will assure a successful introduction against 
European small cars, and the Rambler. The cars have 
been engineered with this in view. For while the 
new compact cars have approximately the same 
wheelbase as the Rambler 108 inch car, they weigh 
from 400 to 600 pounds less than the Rambler. 
Weight and cost have been designed out of these 
cars, to a degree which American Motors did not 
think necessary or possible when the 108 inch Ram- 
bler was originally introduced several years ago. 

Chevrolet’s Corvair, for example, will weigh less 
than 2400 pounds, and for this reason it will have 
substantially better fuel economy than the Rambler 
108 inch ear. In fact, the Corvair will weigh over 
100 pounds less than the 100 inch Rambler Ameri- 
can, although it will be eight inches longer in wheel- 
base. This weight-saving has been achieved through 
such innovations as an aluminum pancake type en- 
gine (piston stroke is horizontal rather than the 
conventional vertical stroke). 

Both Ford’s Falcon and Chrysler’s Valiant will 
offer similar weight-saving advantages, although 
they will lack Corvair’s aluminum engine. To offset 
Corvair’s engineering lead, other compact car pro- 
ducers are already attacking the rear-mounted posi- 
tion of the Corvair engine as unsound. 

But it is doubtful whether such arguments can 
prevent Corvair from becoming the most successful 
of the new compact cars. The public has bought 
hundreds of thousands of imported Volkswagens and 
Renaults, with engines mounted in the rear, so that 
the novelty of such an engine location should not be 
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a disadvantage to Corvair. By placing the engine in 
the rear, the need for a long transmission is elimi- 
nated, and at the same time, the car may be made 
lower in height without creating a hump in the 
floorboard to accommodate the transmission. 


Summing it up, it appears likely that Corvair, 
with modern wrap-around windshield and American- 
type styling, will be a strong contender in the com- 
pact-car sweepstakes. Corvair, moreover, has the 
advantage of an earlier start in production than its 
competitors. By mid-August, 7,500 of the new Cor- 
vair’s had already been produced, and it was making 
them at a rate of 35 an hour. A second shift has 
been added at the Willow Run plant, and the rate 
will soon be up to 60 an hour. By October, Corvair 
expects to reach a rate of 25,000 for the month. 
Later, new assembly lines will begin production at 
Oakland, Cal., and Kansas 
City, Mo. 


vantages. Rambler is the established car, the accept- 
ed car, in the compact field—its competitors still 
must win acceptance; and in the auto business, such 
acceptance is rarely won in a single year. 


Rambler and Challengers 


Rambler will need to face a price and cost prob: 
lem. Because its cars weigh more, they will cost more 
to produce than the new Big Three cars. Further 


more, Rambler will be offering virtually the same 


car which it has been presenting to the public fo 
several years, whereas its competitors will be of- 
fering brand new styling and engineering features. 
along with the unitized body which Rambler ha: 
been claiming as its exclusive feature among th« 
American made cars. 

This adds up to stiffer competition for Rambler 
which will become increas- 
ingly noticeable during the 
latter half of 1960. But in 


This means that Chevrolet 
is likely to make as many as 
400,000 Corvairs in its first 
year,—and this will be only 
the beginning, if the car is 
well received, for Chevrolet 
has plans for stepping up 
output should demand war- 
rant such a step. 

Ford’s Falcon and Chrys- 
ler’s Valiant should prove 
to be strong competitors of 
the Corvair. Valiant, with 
sleek Italian-type styling, 
will try to make and sell 
250,000 cars in its first year. 
The Falcon will be aiming at 
a similar amount. 

To assure such sales, the 
Big Three will price their 
products in sharp competi- 
tion with Rambler, and with 
European imports in mind. 
As against a present factory 
suggested price of a little un- 


Output of Passenger Cars— First 7 Months 

Number of Cars 

(in thousands) 
1958 

Chevrolet : J 823 

Pontiac 137 

Oldsmobile 203 

Buick 

Cadillac 

____General_ Motors Total . 

Ford 

Thunderbird 

Edsel 

Mercury 

Lincoln 

___ Ford Total. ........ 

Plymouth 

Dodge 





Make of Car 








Chrysler 
Imperial 
Chrysler Total 





American Motors Total 


Studebaker-Packard Total 





‘Total All Passenger Cars ............ 3,839 


New Car Registrations — First 7 Months 
=. - 1959 1958 





the meantime during this 
Fall. Rambler, with a fast 
build-up in productior, 
should be able to turn in 4 
good marketing perform- 
ance, partly because Biz 
Three dealers will not yet be 
well-stocked with their new 
compact cars. The Big Three 
dealers, moreover, may at- 
tempt to translate the public 
enthusiasm for the new 
small cars into a full mark- 
up. whereas Rambler dealers 
will be stimulated by the fac- 
tory into offering good deals. 
The manufacturers, too, will 
endeavor to capitalize on the 
shortage of their new cars 
to sell a larger proportion of 
deluxe models with full 
equipment, including auto- 
matic transmission. This will 
provide Rambler with an op- 





der $2,100 for the 108 inch 


(in thousands of cars 


portunity to stress stripped 





Domestic Cars 
js nn 


wheelbase, the suggested list 


2,555 models, as well as low priced 





price of the Valiant, Falcon 
and Corvair is likely to be a- 
round $1975, possibly lower. 
This means that Rambler will have to come down to 
competitive levels, in whole or in part, or it will 
eventually have to sustain a substantial loss in sales, 
when Big Three cars become fully available in the 
market place sometime in 1960. 


At the outset. Rambler will probably take the posi- 
tion that the Big Three compact cars, because of 
their lower weight, are not fully comparable with 
the Rambler 108 inch car and it will likely try to 
keep its prics close to present levels. George Romney, 
President of American Motors has stated that the 
Valiant, Falcon and Corvair are more nearly com- 
parable to the 100 inch Rambler, which has a sug- 
gested retail price of a little under $1900. He will 
argue that the Rambler 108 inch car is “more com- 
fortable” than the lighter Big Three cars. 

In such a sales contest, Rambler has some ad- 
vantages, and also will encounter some new disad- 


*Estimated. 
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100 inch Rambler, in its sales 
campaign. 

Hence, for a time this Fall, 
it is likely that Rambler will still be able to claim 
that it is the established leader, champion of the 
compact car field. But when the assembly lines of 
the Big Three get rolling early next year, there will 
be many imponderables. 


The Big Three and the Higher Priced Cars 


Even if they win full success in the compact car 
field, the Big Three must not lose sight of the higher 
priced cars from which the greater part of their 
profit must be realized. General Motors, Ford and 
Chrysler must continue to stress their present full- 
sized cars—with wheelbases ranging up from 117 
inches. The Big Three 1960 model cars in this cate- 
gory have been substantially restyled to stimulate 
sales. 

Thus far, the major producers have expressed con- 
fidence that they will sell as many medium priced 
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W.C, (mil.) ‘57—$46.2; ‘58-$79.9 





II ai sscshicbecnsisansarensnbnicemsenncnsens 1,075.1 
W.C. (mil.) ‘57—$425.7; ‘58—$364.0 
PER TROT GO anne cseseseseces.ss..s 1,987.3 2,954.3 3 9.6 


W.C. (mil.) ‘57-$435.0; ‘58—-$570.4 


FRUEMAUFT TRAILER ........0.0............ 95.9 124.2 44.6 


W.C. (mil.) ‘57—$90.3; ‘58—$79.6 


GENERAL MOTORS... cee 
W.C. (mil.) ‘57—$1,861.3; ‘58—$2,098.7 


5,121.2 6,511.7 65 9.4 


W.C. (mil.) ‘57—$76.4; ‘58—$89.6 
W.C.—Working capital. 
*—Based on latest dividend reports. 
d_Deficit. 














cars as they have sold this year—perhaps even more. 
But volume is going to be squeezed out of the 
full priced lines, unless the market as a whole ex- 
pands to an extent that cannot be expected. 

Assuming that the Big Three sales experts are 
correct in their optimistic forecast of sales totaling 
nearly 6.9 million in 1960, it becomes clear that the 
rising volume of compact cars is going to squeeze 
some large cars out of the market. For if, as seems 
likely, the Big Three make 900,000 compact cars in 
1960—400,000 Corvairs, and 250,000 each for Falcon 
and Valiant—this will probably bring compact car 
output to nearly 1.4 million for 1960, including 
300,000 to 400,000 for Rambler and 100,000 for 
Studebaker-Packard. 

To this 1.4 million would have to be added at 
least 500,000 imported cars, making a total for the 
compact and imported car group of 1.9 million. Thus, 
next year’s sales total of 6.9 million would include 
only 5 million American made cars of the present 
“large car’ category—117 inch wheelbase and up. 

This year (1959) compact cars will account for 
500,000 and imports for 600,000, or a total of 1.1 
million of total sales of 6.3 million. 

Thus sales of cars in the 117 inch and over cate- 
gory this year will amount to 5.2 million, against an 
indicated 5 million for next year on the basis of in- 
dustry forecasts. This drop would probably be felt 
most severely by the present low priced group— 
Chevrolet, Ford and Plymouth—although medium 
priced cars, too, may be pinched somewhat. 

in a prosperous year, with good employment, such 
substitution of small compact cars for more expen- 
sive cars should not take place as rapidly as it would 
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Net Profit Net Per Earned Per Dividend Per Price Div. 
Net Sales Margin Share Share Share Indic. Range Recent Yie d 
1958 1959 1958 1959 1958 1959 1957 1958 1958 1959* 1958-59 Price % 
—(Millions)— % % 
AMERICAN MOTORS ..................... $358.51 $688.7! 4.0! 7.21 $2.61! $8.36! $42.12 $4.65 $ $2.40 49%- 8 43 5.5% 


13.75 43.88 1.50 1.00 7258- 44 64 1.5 





81%4- 37% %77 3.1 


28%4- 94 26 — 


1.17 2.08 2.98 2.21 2.00 2.00 58%- 3334 54 3.7 
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W.C. (mil.) ‘57-$29.8; ‘58—$28.1 

OE IG sisscseckssiccsessinesceses sc 122.2 151.6 26 5.2 1.25 3.¢4 4.33 3.03 1.80 1.80 49%- 2158 43 4.1 
W.C, (mil.) ‘57—$122.8; ‘58—$135.3 

STE APICIID onnsesscsecsssnsesecesese 70.6 209.8 418.8 58 42.07 1.87 41.73 42.08 15¥%- 2% WW — 
W.C. (mil.) ‘57—$52.2; ‘58-$44.8 , aml 
I I asisnsssiscciscsnesecrcrcastinice 22.7 1990 35 52 .80 1.04 4622 3.71 3 17%- 3% 13 

W.C. (mil.) ‘57—$3.1; ‘58—-$5.5 

WHITE PROTOR ons....csccscesesesnssccscsess 125.2 1742 2.0 3.8 1.22 3.33 3.33 3.49 1.50 2.00 60 - 20% 54 3.7 


1_9 months ended June 30. 
2—~4 months ended April 30. 
3—5% stock. 


in a year of recession. But nevertheless, there are 
clear signs that the compact economy car field will 
continue to grow, at the expense of larger more ex- 
pensive cars. 


Forecast By George Romney 


George Romney, whose company has been the 
chief beneficiary of the trend towards compact cars, 
is forecasting further substantial growth for this 
class. He says that by 1965, 60 per cent of all cars 
sold will be compact cars or economy cars. Thus, 
assuming that the total market will have grown by 
that time to 8 million cars, this would mean that 
4,800,000 cars would be compact or imported cars, 
and only 3.2 million would be larger cars of the size 
which currently comprise over 80 per cent of the 
total market. 

If Mr. Romney is right, such a trend would mean 
a serious setback for the growth prospects of the 
Big Three. For while they might make and sell 25 
per cent more cars than their indicated total for 
1958, their total dollars sales and net profit would 
be little better than this year, since they would be 
selling more low-profit compact cars. 

There are measures that the Big Three can take, 
however, even if Mr. Romney is right in his forecast. 
In the first place, they can preserve their position 
in the medium priced field by bringing out new com- 
pact cars for this price class. Such cars are already 
in an advanced stage of design and are expected to 
be introduced in the 1961 model years. 

The Dodge Division of Chrysler will introduce 
such a car, the new Dart, for the 1960 model year, 
and the reception ac- (Please turn to page 734) 
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AS TIRE AND RUBBER COMPANIES 
EXPAND and DIVERSIFY 








— What of earnings-dividend outlook into 1960? 
By Michael Condon 


> Greater stability for companies through diversification—with overseas expan- 
sion making growing contribution to earnings. 


& Outlook for new equipment — replacements — and profit prospects in new 


small tires. 


& Avenues of growth bring huge capital outlays—with larger companies pur- 
suing aggressive policy of research to preserve share of growing market. 
> Varying status for individual companies looking to 1960. 


HE tire and rubber industry is confidently pur- 

suing its course of growth at home as well as in 
many foreign countries. Along with this growth 
trend, it has been demonstrating improved stability, 
compared with earlier postwar years. 

Big Four rubber companies such as Goodyear and 
Firestone are deriving one-fourth to one-third of 
their entire net income from foreign subsidiaries. 
This ratio is likely to increase since the auto popula- 
tion in many foreign countries is rising at a rate 
approximately twice that of the United States. 

In 1958, a year of recession, the leading rubber 
companies turned in an exceptionally strong per- 
formance. Earnings of the entire industry dipped 
to $249 million, from the record of $274 million es- 
tablished in 1956. This year, the industry’s total 
net income should set a new record of between $280 
and $300 million. Another new record is anticipated 
in 1960 if personal incomes show a further rise. Such 
a gain in spending power should be reflected not 
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only in larger sales of replacement tires, but in in- 
creased sales of original equipment tires to the auto- 
mobile industry. 

If, however, personal incomes and spending de- 
cline, sales could dip in 1960. 

Sales and earnings in the second half of this 
year are likely to be at a slightly lower rate than in 
the first half. In anticipation of strikes, which sub- 
sequently materialized, the industry operated on an 
overtime basis in the first four or five months of the 
year. The strikes, which affected most of the major 
producers, tended to pull inventories down, but not 
enough to offset fully the heavy shipments made 
in the pre-strike period. 

The rubber industry has won greatly improved 
stability through increased reliance on synthetic 
rubber, which accounts for about 65 per cent of total 
rubber usage in tires. This means that the industry 
has made itself less vulnerable to the wide fluctu- 
ations in price of natural crude rubber, which often 


THE MAGAZINE OF WALL STREET 








ant 
mo 
Th 


col 
be 
if 

the 
ha: 
tie 
spi 
cel 
ha 


Go 
na 


me 
th 


rul 
fir: 


SE 













in- 
i1to- 


de- 


this 
n in 
sub- 
1 an 
the 
ajor 
not 
1ade 


yved 
etic 
‘otal 
stry 
ctu- 
ften 


REET 


Statistical Position of Leading Tire & Rubber Companies 
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Net Profit Net Per Earned Per Dividend Per Price Div. 
Net Sales Margin Share Share Share Indic. Range _ Recent Yield 
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(Millions)— % % 





NEE MIEN csocenanseanaesiacsacsseses $ 38.2! $ 43.2! 13 23 $ 441 $ .911 $1.48 $1.18 $1.40 $1.40 3634- 15%2 32 4.3% 
W.C. (mil.)'57—$20.5; ‘58—$22.7 
FIRESTONE TIRE & RUBBER ............ 490.8! 568.11 4.31 5.21 2.52 3.47 7.32 6.24 2.607 2.60 151 - 823% 130 2.0 
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manufactured goods. Prior to World War Il, the 
industry was entirely dependent on natural crude 
rubber. During the Korean War, the price of such 
rubber rose from 16 cents to 80 cents a pound.. 


Natural Rubber Market 


But the problems created by wide fluctuations in 
the price of natural rubber have not been entirely 
eliminated. During the last year, prices of natural 
rubber have risen 40 per cent. In part, this move- 
ment has been caused by heavy purchases of such 
rubber by Russia. 

During recent years, sudden changes in buying 
and selling policies by Russia in international com- 
modity markets have caused some sharp dislocations. 
This could easily occur in rubber, if the price rise 
continues into 1960. The statistical position of rub- 
ber, however, appears to justify some rise in price— 
if Russia and Europe remain important factors in 
the market. Plantation growth in the Far East 
has been slow, partly because of political uncertain- 
ties in that area. World needs have been rising, in 
spite of the heavy shift to synthetic rubber. For 
certain uses, synthetics with satisfactory properties 
have not yet been developed. 

Within the next few months, the United States 
Government will begin to sell about 40,000 tons of 
natural rubber out of its stockpile. 

This proposed sale of Government owned rubber 
may help to stabilize prices. 

In any event, the rubber companies have fortified 
themselves against any sudden decline in natural 
rubber prices, by the adoption of LIFO (last in, 
first out) inventory policies since the beginning of 
World War II. 


Stabilizing Via Synthetic Rubber and Diversification 
The rubber fabricating industry has made pro- 
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gress in other directions through its development 
of synthetic rubber. General purpose synthetic rub- 
ber capacity, is now contributing substantially to 
the industry’s profits. The synthetic rubber plants 
were operated for the Government during the war 
and have since been acquired by the companies at 
relatively low prices. 

Other developments which have aided the indus- 
try’s stability include diversification in rubber, 
chemicals and many other fields. 

In rubber products, the industry has experienced 
a pick-up in demand for such industrial rubber items 
as hose, conveyor and power transmission belts, 
with the general recovery from the recession of 
1958. 

The industry also has a growing stake in the prod- 
uction of plastic resins and in products fabricated 
from plastics. This phase of its business is growing 
even more rapidly than rubber product sales. 

The development of new products through re- 
search has become an important growth factor in 
rubber. An illustration is provided by foam rubber 
and many new types of synthetic rubber. Foam rub- 
ber has had a rapid rise since the end of World 
War II, and today accounts for annual sales of over 
$200 million. 


Non-tire Sales Increase 72 times Since 1939 


Important non-tire lines of the rubber companies 
include basic chemicals, floor tiling, elastic thread, 
for use in garments and many other items. Non-tire 
sales of the industry have risen to over $3 billion 
annually, against only $400 million in 1939. Hence 
non-tire business accounts for close to 50 per cent 
of the industry’s estimated sales this year of $6.3 
billion. The latter total will be 814 per cent above 
the previous high of $534 billion, set in 1957. 

(Please turn to page 728) 
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Diversification Pays Off 
for AUTO PARTS 





and ACCESSORY MAKERS 


By Robert E. Buschbaum 


UDGING by the diversification programs which 

have been pursued, due in part to the integration 
activities of the major automobile companies, the 
suppliers of “auto parts” have of necessity turned to 
other activities, and the so-called auto-parts com- 
panies are no longer solely dependent on automotive 
lines. 

In fact, sales of automotive equipment now con- 
stitute only 20%—15%—10% of total volume for 
individual companies. And, it is interesting to note 
that, in spite of the competitive nature of the busi- 
ness, with few exceptions, earnings have rebounded 
sharply this year and are in line for further im- 
provement in 1960 under favorable conditions. 


Compact Cars New Plus Factor 


As a rough guide, the more cyclical auto parts 
companies usually make good money when domestic 
automobile production is around 5-514 million cars. 
When production exceeds 6 million cars, earnings 
rise sharply but they can fade away fast when pro- 
duction dips under 414 million cars. Domestic pro- 
duction this year can be estimated in the neigh- 
borhood of 514 million cars. Projection for 1960 is 
about 614 million including imports—with industry 
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heads counting on the new compact cars to make 
most of the difference. Until General Motors, Ford 
and Chrysler can determine the longer range po- 
tential market for the new cars, they are reluctant 
to go too far in integrating operations, and they will 
be buying a lot of parts for the Corvair, Falcon and 
Valiant from outside sources. 

Stripped down models of the new cars are ex- 
pected to sell under $2,000 but it is doubtful whether 
the American public will do without the extras which 
it is accustomed to accepting as standard items. 
Therefore, a good many of these new cars are bound 
to be sold with automatic transmissions, power con: 
trols, heaters and radios now regarded as essential 
conveniences. As a consequence, the auto parts com- 
panies stand to benefit even if standard car owners 
switch to compact cars in volume, and it is quite 
possible that 1960 earnings will match the lush 
1955-57 period. In anticipation of developments, 
Libbey-Owens-Ford has already split 2-for-1 and in- 
creased the regular dividend rate to $2 from $1.80, 
Electric Auto-Lite has increased the dividend twice ‘his 
year and is now paying 60¢ quarterly against 30¢ 
paid in the March quarter, Dana Corp. plans a 2-for-! 
split and increase in the dividend rate, Eaton Meanv- 
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Statistical Data on Leading Automobile Parts and Accessories Companies 















































Ist 6 Months —_—Full Year—_—_—_ 
Net Profit Net Per Earned Per Dividend Per Price Div. 
Net Sales Margin Share Share Share Indic. Range Recent Yie'd 
1958 1959 1958 1959 1958 1959 1957 1958 1958 1959* 1958-59 Price % 
(Millions) — % % 
AMERICAN BOSCH ARMA CORP... $ 57.7 $ 64.3 2.8 3.7 $ .85 $1.26 $2.67 $2.50 $1.20 $1.20 3938- 1936 28 4.2% 
W.C. (mil.) ‘57—$17.3; ‘58-$18.7 
ARVIN INDUSTRIES |... 22.7 32.1 12.8 3.4 .26 97 3.28 1.32 1.25 1.004 367%- 187% 25 4.0 
W.C. (mil.) ‘57—$14.5; ‘58—$12.0 
3ENDIX AVIATION  ...W00 476.31 504.51 2.71 3.51 2.651 3.48 | 5.44 4.18 2.40 2.40 89 - 4412 68 34 
W.C. (mil.) ‘57—$126.1; ‘58—$132.7 
BORG-WARNE!R ................ccscccessscseees 266.7 327.8 3.6 5.6 1.06 2.04 3.81 2.34 2.00 2.00 4734- 255% 45 44 
W.C. (mil.) ‘57—$190.1; ’58-$190.4 
NIN, aitnrtaa Lint cciduscamasiiencéuerssuns 112.6 169.7 6 5.2 -10 2.00 1.$1 -33 1.20 1.00 3134- 133% 27 «(3.7 
W.C. (mil.) ‘57—$66.8; ‘58—$62.7 
CHAMPION SPARK PLUG CO. ........ 43.4 48.1 17.0 15.7 1.22 1.25 2.28 2.56 1.17 1.50 455%- 2812 40 3.7 
W.C. (mil.) ‘57—$34.5; ‘58—-$42.6 
SE ids ccs cscacpaceatadnnaos . 31.8 42.8 3.7 7.9 59 1.78 2.08 1.66 1.15 1.20 40%2- 1534 38 «3.1 
N.C. (mil.) ‘57—$30.6; ‘58—$ 30.7 
CONTINENTAL MOTORS ................. 67.87 69.32 2.52 1.92 522 C2 1.09 1.07 55 69 1334- 6 11 5.4 
wW.C. (mil.) ‘57—$33.8; ’58—-$24.8 
Ci eo ae, 131.43 165.43 5.93 8.3% 3.073 5.453 5.45 3.86 3.00 3.00 83'2- 41% 78 3.8 
W.C. (mil.) ‘57—$39.1; ‘58—-$41.7 
ORE Siena ee 101.1 151.7 4.3 6.6 1.92 4.21 5.77 3.46 3.00 3.00 9034- 3814 80 3.7 
W.C. (mil.) ‘57—$41.3; ‘58—-$44.2 
EUR TR PTT OEITS ...necc..s.ceccccseses 84.2 99.7 15 5.1 82 3.20 472 1.68 1.49 2.00 55.2- 25 51 39 
W.C. (mil.) ‘57—$74.5; ‘58-$69 3 
ELECTRIC STORAGE BATTFRY ~ 57.6 66.9 2.7 3.5 .94 1.44 3.44 2.38 2.00 2.00 55\2- 2614 50 4.0 
W.C. (mil.) ‘57-$46.0; ‘58-$45.6 
HOUDAILLE INDUSTRIES ......... es 27.4 41.1 1.9 3.6 -26 93 2.40 1.15 1.004 1.00 24 - 15% 21 47 
W.C. (mil.) ‘57—$22.2; ‘58—-$24.9 
W.C.—Working capital. 1__9 months ended June 30. 3_9 months ended May 31. 
*—Based on latest dividend reports. 2—6 months ended Anril 30. 4__Plus stock. 





American Bosch Arma: Military electronics gaining jn importance. Major 
upplier of navigational equipment and guidance systems involved in a 
number of missile programs. Rising sales of higher profit margin com- 
mercal products in auto and other fields aiding earnings. C1 


and exhaust systems 
which include radios, 
leisure time furniture 


Arvin ludustries: Leading producer of mufflers 
continues to broaden line of consumer products 
phonographs, heaters, fans, ironing boards and 
and accessories. Bl 


Bendix Aviation: Research minded management with emphasis on elec- 
tronics has built up an outstanding record of new product develop- 
ment. One of the most diversified companies connected with the auto- 
mobile industry. BT 


Borg Warner: Appliances, air conditioning and building equipment now 
equal in importance to aut tive equip 1 sales. Earnings recovery 
holds out promise that former 60 cents quarterly dividend may be re- 
stored in reasonable time. 





Budd Co.: As supplier of chassis and body for Thunderbird and Ram- 
bler and body parts for Lark, earnings are staging sharp recovery. Up- 
turn in rail equipment orders should benefit 1960 results. C1 


Champ‘on Spark Plug: One of the best known names in spite of fact 
stock was first offered to the public only a year ago. Outstanding 
qrowth record with replacement sales accounting for about 90 % of 
total volume. 


Clevite Co.: Diversification into electronics making for more stable 
earnings and greater growth potential. Policies initiated by new man- 


agement which came into picture a few years ago are now beginning 
to bear fruit. BI 


Continental Motors: Military business large espec‘ally when taking into 
account activities of 51% owned Continental Aviation and Engineering. 
Automobile companies have not been maior customers but new de- 
velopments indicate they may become more important. C2 


Dana Corp.: Strong financially, this producer of chassis frames has a 
better than average earnings record and numbers most of the automo- 
bile and truck manufacturers as its customers. Bl 


Eaton Mfg.: Unlike most others, diversification program has been con- 
centrated primarily in automotive field in order to broaden product 
line. Original equipment sales much more important than replacement 
sales but fact that all leading car and truck manufacturers are cus- 
tomers has contributed to good record. 


Electric Auto-Lite: New management selling some plants, consolidating 
enerctions and plan diversification and step-up in research activities. 
1 


Electric Storage Battery: Replacement sales fairly important in overall 
p'cture. Recent acquisitions have expanded sales base and are provid- 
ing new markets. 


Houdaille Ind.: Auto parts now account for around one-third of sales 
against 80% only a few years ago. Expansion has been mainly in 
building materjals and in construction and industrial machinery, where 
the growth outlook is more positive than in automotive lines. 





RATINGS: A—Best grade. 
B—Good grade. 
C—Speculative. 
D—Unattractive. 


12, 1989 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 
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Statistical Data on Leading Automobile Parts and Accessories Companies—(Continued) 












































Raa Ist 6 Month —__——Full Year 
Net Profit Net Per Earned Per Dividend Per Price Div. 
Net Sales Margin Share Share Share Indic. Range _ Recent Yie'd 
1958 1959 1958 1959 1958 1959 1957. 1958 1958 1959* 1958-59 Price % 
-{Millions)— % % 
MEESEY AVES CO... ...cccsscccccocccccccessse $132.51 $156.31 2.01 3.21 $1.85! $3.50! $6.22 $2.47 $2.40 $2.40 50'%2- 25% 47 5.1 
W.C. (mil.) ‘57—$35.1; ‘58—$34.7 
| REESE REE eB eet 27.7 33.2 2.6 4.6 1.54 3.27 2.04 1.90 1.37% 2.25 47 - 1912 46 48 
W.C. (mil.) ‘57—$9.4; ‘58—$12.7 
LIBBEY-OWENS-FORD GLASS ........ N.A, N.A. N.A. N.A .57 3.16 2.68 2.05 1.80 2.00 77 - 35% 76 2.6 
W.C. (mil.) ‘57—$51.9; ‘58—$65.2 
MIDLAND-ROSS CORP. .................... 34.6 45.3 2.9 $.3 94 2.84 6.91 3.29 3.15 3.15 51 - 3554 47 6.7 
W.C. (mil.) ‘57—$28.9; ‘58—$22.4 
ROGTOR WEE isicscsereseicccccsisicesssvese 25.7 32.1 4 005 2.5 4 .02 98 4.95 4 19 .70 60 2134- 123% 18 3.3 
W.C. (mil.) ‘57—$14.0; ‘58—$14.1 
ROCKWELL STANDARD CORP......... 100.9 146.4 3.4 Fe .66 2.02 3.20 1.75 2.00 2.00 39's- 2258 35 5.7 
W.C. (mil.) ’57—$54.2; ‘58—-$56.4 
Sweteet TA. OC.) GORP, ......0cicececsess. 198.6> 202.82 2.92 4.12 2.852 4.082 4.85 3.47 1.60% 1.60 64 - 2534 55 29 
W.C. (mil.) ‘57—$65.6; ‘58—$63.5 
STEWART-WARNER ....................0.0064. 44.9 57.2 5.0 6.5 1.44 2.31 3.78 3.19 2.00% 2.00 62 - 29 56 35 
W.C. (mil.) ‘57—$35.7; ‘58—$37.3 
THOMPSON RAMO WOOLDRIDGE 169.7 197.2 2.3 2.4 1.25 1.52 3.90 2.86 1.40 1.49 73 - 41% 61 2.2 
W.C. (mil.) ‘57—$35.9; ‘58—-$56.2 
TIMKEN ROLLER BEARING ............ N.A. N.A. N.A. N.A 1.16 2.93 3.89 2.10 2.00 2.00 5932- 31 55 3.6 
W.C. (mil.) ‘57—$90.2; ‘58—-$85.0 
YOUNG (L. A.) SPRING & WIRE .... 35.9- 38.72 1.32 1.42 1.272 1.372 2.79 1.82 2.00 2.00 4932- 2512 41 49 


W.C, (mil.) ‘57—$13.6; ‘58-$12.6 





W.C.—Working capital. 
*—_Based on latest dividend reports. 
d__Deficit. 

NA—Not available. 


1__9 months ended May 31. 
29 months ended Anril 30. 
3—Plus stock. 





Kelsey Hoves: Major supplier of wheels to Ford and General Motors. 
No immediate threat to outlook due to lack of integration by automo- 
bile manufecturers in this field. Aircraft components have been re- 
sponsible for about 40% of sales. BI 

King-Seelev: Power tools, small moters. appliance parts and small ap- 
pliances increasing in importance with automotive parts such as_ in- 
strument panels. gauges and speedometers accounting for less than 
50% of sales, 

Libbey-Owens-Ford: Supplies all of General Motors glass requirements 
which business accounts for more thon 60% of sales. Substantial 
growth potential lies in building field. Al 

Midland-Ross: Preparation has been made for loss of important frame 
business through meraer of J. O. Ross Ena‘neering which services a 
number of basic industries, and through other acquisitions. C1 
Motor Wheel: Maior plant integration program has restored earnings 
to a satisfoctory level, but future outlook continues to depend largely 
on rate of automobile production. C1 

Rockwell-Standard: Diversification to date has been largely in aircraft 
industry but this is still insignificant in comparison with sales of auto- 
motive products. Axles, bumpers and brakes are main original equip- 





ment items for passenger cars but parts for trucks, busses. farm equip- 
ment and other commercial vehicles are more important. B1 


Smith (A.O.): Frames for Chevrolet account for a major vart of the 
business. Pipe for natural aas and oil industries has provided stability 
and fairly steady growth. B1 


Stewart-Warner: Aggressive management has concentrated on new pro- 
duct development, primarily in fields other than automot've. Due to 
broad diversification, earnings are no longer dependent on automobile 
production. BI 

Thompson Ramo-Wooldridge: Considerable expansion of research facili- 
ties in electronics and missiles has added a great deal of glamour to 
the stock. Growth sliould accelerate over the longer term with auto 
parts playing a less prominent role in overall operations. A2 

Timken Roller Bearina: Increased production of rail equipment should 
add to earnings in 1960. Former extra dividend policy could be re 
sumed in the near future. Al 

Young Spring & Wire: Major rehabilitation program which included 
retirement of some stock, sales of plants and integation of onerations 
now largely concluded. Further diversification moves likely. C1 





RATINGS: A—Best grade. 
B—Good grade. 
C—Speculative. 
D—Unattractive. 
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1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 


THE MAGAZINE OF WALL STREET 











CL 








wn 


vip- 


the 
ility 


pro- 
> to 
rb ile 
icili- 


r to 
auto 


ould 


re- 


sided 
fions 








FREET 





facturing raised the quarterly rate to 90¢ from 75¢ 
and plans a 2-for-1 split, Arvin Industries paid a 25% 
stock dividend and maintained the 25¢ quarterly rate 
on the new stock. 


Diversification Paying off for Some 

In most instances the diversification which has 
been accomplished to date has not eliminated the 
evclical swings in earnings. However, the ambitious 
programs which have been undertaken by a number 
of these companies cannot be expected to produce 
immediate results. In time good benefits could accrue 
with a high level of earnings in 1959-60 sustaining 
these companies until new activities can become 
more profitable. In this connection it should be noted 
that in the 1958 recession, earnings of American 
Bosch, Bendix Aviation, Clevite, and Continental Motors 
held up better than average, due in part to the fact 
that these companies have large electronic and avia- 
tion interests and defense business, which took up 
some of the slack in automobiles. 


Auto Company Integration Continues 

Generally the auto accessory companies are warn- 
ed fairly well in advance should an automobile manu- 
facturer decide to cancel a large contract. Most con- 
tracts are for a complete model run—and on larger 
components, are usually renewed. Due to the close 
associations which have been formed over the years 
the suppliers are able to count on a certain amount 
of continuing business in some of their major lines, 
although competition is keener among smaller parts 
items. 

From time to time, in spite of close ties, parts 
companies have lost a sizable portion of their busi- 
ness due to the cancellation of a sinele contract, as 
in the case of Borg-Warner, which was alerted to the 
fact that it would lose the Ford automatic transmis- 
sion business a few years ago, where originally it 
was thought the changeover would be gradual. As a 
result, management immediately started to prepare 
for the prospective loss by expanding operations in 
home appliances, petroleum equipment, plastics, elec- 
tronics and other lines. It also went after a virtually 
untapped market, so far as automotive transmissions 
are concerned, in the truck and foreign automobile 
fields, in order to utilize the eventual excess plant 
capacity. 

Hlowever, the speed with which Ford was able to 
provide its own manufacturing facilities was quicker 
than originally anticipated, so that Borg-Warner 
lost this transmission business at the end of the 1958 
model vear. 

The fact that the earnines have resumed a strong 
uptrend this year speaks well for Borg Warner man- 
agement. 

Electric Auto Lite is being confronted with a similar 
situation in that it stands to lose a lot of Chrysler’s 
business at the end of next year and Chrysler is its 

nost important customer. In spite of this longer 
range outlook all is not gloom for Electric Auto-Lite. 
Earnings this year are expected to be around $5 a 
share, up from $1.68 in 1958, and these earnings do 
not include a sizable profit realized recently on the 
sale of Crane Co. stock. The company has been con- 
Solidating many of its operations and selling excess 
plant capacity. New financial interests express con- 
fidence that diversification and new product develop- 
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ment will offset the shrinking volume of sales to 
Chrysler. Budd Co. will get almost all of Chrysler’s 
frame business for the 1960 model run. It has been 
supplying about one-third of Chrysler’s frame re- 
quirements, but next year Chrysler expects to have 
its own frame plant in operation and will then buy 
only about 50% of its frames from Budd. 

An important consideration behind the integration 
programs of the automobile companies, in addition 
to a desire to improve profit margins, is the need to 
have more than one source of supply of an essential 
product. This problem has become particularly acute 
in recent years due to strikes. If the sole supplier 
of an important component is shut down for a few 
weeks, production schedules can be seriously dis- 
rupted. In this connection, it should be noted that 
Chrysler is planning to build facilities that will 
eventually provide a large part of the company’s 
glass requirements. Chrysler had always bought 
most of its glass from Pittsburgh Plate Glass. 


Stability and Steady Growth in Replacement Sales 


As a general rule the companies which have a 
large portion of sales roing to the replacement mar- 
ket enjoy greater stability of earnings. In a recession 
year such as 1958 a large part of the population can 
make the old car “do” for another year but they are 
often forced to make repairs or replace old parts. 
Consequently the tire companies which primarily 
serve the replacement market did exceedingly well 
last year. Most of the leading makers of piston rings 
reported higher earnings in 1958. Among the com- 
panies included in the accompanying tabulation 
Champien Spark Plug was the only one to report an 
increase in earnings over 1957. About 90% of Cham- 
pion’s sales are renlacement in nature. It is impos- 
sible to compare Champion’s record over the years 
with those of other spark plug makers as the other 
producers are divisions of larger corporations which 
do not report separately by divisions. However, it 
would be difficult to find any other auto parts com- 
pany whose record shows anything equal to Cham- 
pion’s growth or stability of earnings. 

Most of Electric Storage Battery’s automotive busi- 
ness is in replacement sales. However, more than 
25% of sales is in industrial batteries where original 
equipment business is fairly important. This tends 
to penalize earnings in a recession year even though 
there is an increase in replacement automotive sales. 

With the replacement market increasing in size 
(registrations of automobiles, trucks and buses rose 
about 40% in the last eight years), these companies 
have prospects of a steady rate of growth so long 
as new products developed by competitors do not 
render present lines obsolete. 


New Ideas Promise Future Growth 


Since the automobile industry thrives on obsoles- 
cence and the automobile is losing status as a pres- 
tige symbol, manufacturers have been hard pressed 
to find new ways to stimulate sales. The public is no 
longer as anxious to trade just because last year’s 
model does not look like a new car. There is now 
more interest in economical transportation. The new 
compact cars will supply the demand for a more 
maneuverable vehicle needed in today’s congested 
traffic, but sales of these (Please turn to page 733) 
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More Caution 


As heretofore noted, invest- 
ment company reports showed a 
moderate over-all shift to the cau- 
tious side on common stocks in 
the second quarter, and some in- 
creased buying of Government ob- 
ligations with most emphasis on 
short-term Treasury issues. Com- 
pared with insurance companies 
and pension funds, investment 
companies remain a small factor 
in the long-term bond market, 
which continues under pressure at 
this writing. What they are doing 
in the current quarter will not be 
detailed, of course, until the re- 
ports are issued shortly after Sep- 
tember 30. However, a further 
leaning to caution, both in total 
buying of stocks and types of is- 
sues favored, is indicated by mar- 
ket action and scattered general- 
ized comments by a sizable num- 
ber of fund managers, bank trust 
officers and brokers. 


Patience? 


In our July 18 issue we recom- 
mended Brooklyn Union Gas at 
531% for investors “willing to hold 
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’ 


it with patience’’, on the basis of 
Staten Island development prom- 
ised by the Brooklyn-Staten Is- 
land bridge scheduled for comple- 
tion in 1963. Evidently the man- 
agement took a less patient view 
as regards the stock’s market 
position by deciding on a 2-for-1 
split. Mainly on informed buying 
prior to the news, the stock ran 
up to 61, and is around 60 as this 
is written. The Staten Island po- 
tentials will, of course, still take 
a goodly time to show up in earn- 
ings. The stock remains worth 
holding. We would defer any new 
buying at least pending some re- 











action in the issue. 


After The News 


Stocks are virtually sure to run 
up before, on and for at least a 
short time after split news. But 
the result in most cases is Over- 
valuation of earnings and an im- 
paired technical position, followed 
by sizable sell-offs. Despite some 
exceptions, the odds are against 
you if you buy on a split-news 
run-up. Even if the stock is at- 
tractive on a longer-range view, 
more often than not it 
bought at substantially 
prices within no great time after 








Kern County Land 


Standard Coil Products 


Celanese Corp. of Amer. 
Motorola, Inc. 





Libby, McNeil & Libby 0.0.0.0... ccceccecceeeees 
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Minnesota Mining & Mfg. ............ccccccceee 
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a ll LC‘ tem 


a ee — 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 
1959 1958 
6 mos. June 30 $1.79 $1.45 
. Year June 27 1.25 2 
. 6 mos, June 30 34 .02 
. 6 mos. June 30 1.66 1.01 
. Quar. June 30 .68 .02 
. Quar. June 30 86 .32 
. Quar. June 30 .60 .27 
.. Quar, June 30 1.69 41 
.. Quar. June 30 .84 58 
. Quar. June 30 .67 45 
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the split has been effected, and 
the profit taking by informed 
early buyers has been absorbed. 
Among the many stocks split 
heretofore in 1959, here are a 
few examples, comparing the high 
prices with current levels: Bell 
& Howell high 743% and now 60; 
Caterpillar Tractor 121 and 102; 
International Telephone & Tele- 
graph 4514 and 3334; Lily-Tulip 
Cup 631% and 55; Pfizer 435% and 
36; Stauffer Chemical 71 and 
585g; Tennessee Corp. 94 and 79; 
and Thiokol Chemical 72 and 
423/. 


Selection 


As a result of enlarged and 
modernized facilities, the position 
of Jones & Laughlin, fourth lar- 
gest steel maker, has been de- 
cisively improved. Regardless of a 
poor third quarter, 1959 earnings 
could still reach $7.00 or so a 
share, against 1958’s_ recession- 
cut $2.79, with “cash earnings” 
in the vicinity of $14 a share. A 
sizable boost in the $2.50 dividend 
is likely before the year end. Pros- 
pects for 1960 look promising. 
Recommended here earlier at low- 
er levels, the stock remains rea- 
sonably priced around 80, and 
should work higher in worthwhile 
degree over a reasonably extend- 
ed priod of time. 

Markdowns 


It would be foolish to buy a 
stock merely because its price has 
been marked down importantly. 
It might still be over-valued, or 
re-appraised prospects might be 
unpromising. But if there was 


_ adequate reason for concluding 


that a stock was a sound buy at 
50, it becomes more attractive at 


40. There are a fair number of 


examples. One is American Ma- 
chine & Metals, recently split 2- 
for-1 and now off from high of 
59°, to 4914. Of moderate size, 


Amer. Smelting & Refining 
General Dynamics 


Haveg Industries, Inc. 
Ingersoll-Rand Co. 
Hewitt-Robins, Inc. 
Idaho Power Co. 


Disney (Walt) Productions 
Lockheed Aircraft Corp. 





— 
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O-T-C Circuit Breaker Co. .o.cccccccccccccceseessees 





the company makes gauges and 
control instruments, small elec- 
tric motors and other equipment 
for industrial, commercial and 
military uses. It has an excellent 
growth record with dividends, 
now at $1.60, raised for ten con- 
secutive years, over which period 
earnings have risen from $0.39 a 
share to around $3.40 or so ex- 
pected for 1959, against 1958’s 
$2.50 (adjusted for the split). 
Few of the Big-Name growth 
stocks have a better record, and 
prospects for further growth in 
this situation appear promising. 
Priced at less than 15 times esti- 
mated earnings, the stock looks 
under-valued as compared both 
with more prominent growth 
stocks and with the Dow indus- 
trial average. Buying for longer- 
range potentials should work out 
well. 


Bad News 

Occasionally, adverse news can 
come between issues of the Maga- 
zine, putting readers “on their 
own” in relating it to previous 
recommendations made here, and 
requiring revision of our expecta- 
tions. That was so with the recent 
price cut in nylon tire yarn, sig- 
nalling intensified competition for 
the tire yarn market between ny- 
lon and rayon producers. It affects 
American Enka and American 
Viscose, both recommended here 
earlier and now marked down sub- 
stantially from their highs; also 
Beaunit Mills and Industrial Ray- 
on. We cannot say whether all or 
most of the market damage has 
already been done, or what the 
rally possibilities might be; but 
other sections of the textile in- 
dustry now have better and more 
assured prospects at least over the 
medium term. On the basis of 
present sharply higher earning 
power, such stocks as Burlington 
Industries, Lowenstein and J. P. 


OT: 
DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1959 1958 
6 mos. June 30 $.95 $1.07 
6 mos. June 30 1.07 2.04 
Quar. June 30 23 35 
Quar. June 30 .27 35 
6 mos. June 30 1.90 2.31 
4 mos. June 30 58 1.65 
6 mos. June 30 88 1.36 
6 mos. June 30 68 1.60 
40 weeks July 4 1.50 1.89 
6 mos. June 30 1.37 1.65 
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Stevens appear preferable issues 
to hold. At 30, Stevens is among 
the more reasonably priced, with 
a $1.50 dividend and earning pow- 
er around $4.00 or so a share in- 
dicated by recent trends. 


Possibilities 

Due to lack of earnings growth 
in most cases, stock splits among 
rails are rare. Three so far in 
1959 are Denver & Rio Greiide, 
Southern Pacific and Western 
Maryland, (the latter forecast 
here as probable). Two possibili- 
ties within 12 months or so might 
be Kansas City Southern and 
Western Pacific. Utility splits are 
less rare, but not numerous. They 
generally come at medium prices 
because some managements like 
to see their stocks “popularized” 
in price ranges in the 20’s to 30’s. 
Some electric utility splits this 
year have been Citizens Utilities, 
Duquesne Light, Florida Power & 


Light, General Public Utilities, 
Gulf States Utilities, Montana 


Power and Pennsylvania Power 
& Light. Four possibilities ahead 
are Central & South West, Dela- 
ware Power & Light, Southwest- 
ern Public Service and Texas Util- 
ties. The list of industrials split 
so far this year would fill a good 
part of this page. Some possibili- 
ties within a not too distant fu- 
ture are American Home Prod- 
ucts, Atlas Powder, Corning Glass 
Works, Firestone Tire, General 
Foods, Ingersoll-Rand, Minneapo- 
lis-Honeywell, Minnesota Mining 
& Mfg., Motorola, Sherwin-Wil- 
liams, Union Carbide, U. S. Steel 
and Youngstown Sheet & Tube. 


Cross-Currents 

Stock groups performing better 
than the market at this writing 
include air transport, aluminum, 
automobiles and auto parts, ap- 
pliance, farm equipment, meat 
packers, mail order chains, mo- 
tion pictures and steels. Lagging 
groups at this time are principally 
aircraft (an old story by now), 


building materials, coppers, fi- 
nance companies, oils (also 
nothing new), and tires. 
Strong And Weak 

Some stocks showing special 


strength include Allis-Chalmers, 
Brown Shoe, Colorado Fuel & 
Iron, Food Machinery & Chemical, 
Ford Motor, Federal Mogul, Gim- 
bel Bros., International Paper, 

(Please turn to page 734) 


719 








Business 
Trend 
Forecaster 


INTERESTING TO 
NOTE — The rise in 
industrial production 
line between 1956-57 
was offset by econo- 
mic decline in that 
period, accurately 
forecasting heavy 
inventory accumula- 
tions. 


1949 


WwW ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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(+)—Seasonally adjusted except stock and commodity prices. 
(a)—Computed from F. W. Dodge data. 
(b)—Computed from Dun & Bradstreet data. 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook — the right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in cur 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


The flattening out of some of the more impressive 
uptrends of 1959, combined with the widening im- 


pact of the steel strike on business indicators, has f 


evidently brought the Relative Strength Measure to 
its lowest level in about a year. It is important to 
stress, however, that much of the decline of the 
index in July is attributable to strike abnormalities, 
and a recovery in the figure is highly probable after 
the steel industry returns to normal operations. 

In recent months, housing starts have slid slight- 
ly downward, and nonresidential construction awards 
have also edged off a bit. Industrial commodity prices 
were almost unchanged in July, but rose in August, 
while stock prices fell in August after a slight rise 
in the preceding month. Average hours worked and 
new orders, both declined in July (owing largely to 
the steel strike) and doubtless fell further in August 
for the same reason. In view of the effects of the 
steel strike, the present behavior of th indicators 
is still quite consistent with a sharp advance il 
total business in the Fall and Winter months. 
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CONCLUSIONS IN BRIEF 


PK ODUCTION—steel strike now beginning to interfere 
with production, but still only slightly. Industrial pro- 
duction index (1947-1949= 100) in low 150’s in August, 
wll climb to 160 by end of year, reflecting gains in 
st-el, machinery, autos. 


TF ADE—volume still holding steady between $18.0 and 
$18.5 billion per month. Automobile volume strong: 
soft-goods outlook very satisfactory. Retail prices to 
rise moderately in remainder of 1959. 


MONEY AND CREDIT—a new round of tightening has 
begun, as short-term business loans advance, long- 
term demands continue strong. Interest rate structure 
climbing as demands approach present limit of supply 
of funds. 


COMMODITIES — general wholesale price level still 
stable, mainly as result of weakening farm prices. In- 
dustrial commodity outlook firm to rising slightly, re- 
flecting cyclical recovery in demand; no general price 
uptrend yet apparent for remainder of 1959, but gen- 
eral advance possible for early 1960. 
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S this goes to press, the Department of Com- 
merce is assembling the final results of its quar- 
terly survey of anticipated business expenditures for 
plant and equipment. The results of the survey are 
in doubt only as to dimension; the general trend, it 
is widely agreed, is now clearly upward for capital 
outlays. The figures now available point to a rise of 
a little more than $1 billion a quarter in the annual 
rate of plant and equipment outlays, but few an- 
alysts would be very surprised if revisions eventual- 
ly raise the rate of increase to about $2 billion per 
quarter. In terms of the familiar components of 
gross national product, this implies that the so- 
called “producer durables” figure, which includes all 
machinery and equipment, will be in the neighbor- 
hood of $30 billion by year-end; “‘nonresidential con- 
struction”, which includes all plant, office buildings, 
store buildings, etcetera, will probably be about $19 
billion, a rise of only about $1 billion. Most of the 
envisioned rise is thus in machinery, rather than in 
bricks-and-mortar, a conclusion which agrees with 
the more or less obvious fact that outlays are now 
directed very largely into modernization expendi- 
tures rather than massive additions of new capacity. 
This outlook is well supported by the existing 
statistics, even apart from the forthcoming Com- 
merce Department survey. In fact, even if the sur- 
vey were to show very moderate results, it should 
be borne in mind that it was taken in the course of 
the steel strike, which may have produced a con- 
dition of temporary uncertainty in the minds of 
executives in hard-goods industries. This is one in- 


(Please turn to the following page) 
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Latest Previous Year 

THE MONTHLY TREND Unit Month Month Month Ago 

INDUSTRIAL PRODUCTION* (FRB) ........ 1947-'9-100 | July 153 155 134 

Durable Goods Mfr. .......sssessesseseeeees 1947-'9-100 | July 169 172 141 

Nondurable Goods Mfr. ...........ssessssee 1947-'9-100 | July 146 145 132 

Mining 1947-'9-100 | July 119 125 116 

RETAIL SALES* $ Billions July 18.2 18.2 16.6 

Durable Goods $ Billions July 6.1 6.1 5.2 

Nondurable Goods ...........ssscssseseessesees $ Billions July 12.1 12.0 11.4 

Dep’t Store Sales 1947-'9-100 | July 147 144 140 

MANUFACTURERS’ 

New Orders—Total® ..............ccescseseees $ Billions July 30.9 31.4 26.5 
INI IID Scccihecccescescsccccniencesee $ Billions July 15.6 16.1 12.5 
Nondurable Goods ............ccssseeeee $ Billions July 15.3 15.3 13.9 

I aibsccsnncsnccsscsiccccsncsssinsosansane $ Billions July 30.8 31.2 26.3 
IRR ON ccbecisencnscacensssstensenins $ Billions July 15.4 15.8 12.3 
Nondurable Goods ...............csesee000 $ Billions July 15.4 15.5 14.0 

BUSINESS INVENTORIES, END MO.* ... | $ Billions June 89.1 88.3 86.4 

PIII accicrcatisinsescdsiasunicinsticens $ Billions June 52.1 51.6 50.2 

Wholesalers’ ....... $ Billions June 23 12.2 12.1 

NN, Sos cscscsnsccnonnsignnababenith $ Billions June 24.7 24.5 24.1 

Dept. Store Stocks ..........ssscsssrrseseee 1947-'9-100 | June 155 151 147 

CONSTRUCTION TOTAL $ Billions Aug. 53 52 47 

PIII scsssasesesdsiscsesuassonis $ Billions Aug. 3.6 3.6 3.1 
Residential ... $ Billions Aug. 2.0 2.1 iP 
EE ee eee ee $ Billions Aug. 1.6 1.5 1.4 

Housing Starts*—a Th d July 1350 1370 1174 

Contract Awards, Residential— ....... $ Millions July 1690 1761 1557 
All Other—b $ Millions July 1967 1897 2050 

EMPLOYMENT 

NII bshinacisccsccnssassinncccsvesseonions Millions July 67.6 67.3 65.2 

OUSENNE dixesniarinrcicarcotes Millions July 52.6 52.4 50.4 
Government * Millions July 8.2 8.1 7.9 
MN T= catehssiccsorcomsinidgaccs Millions July 11.4 11.4 W.1 
Factory * .... | Millions July 12.6 12.6 11.5 

I III ccs scacsacinsconnncsacccid Hours July 40.4 40.7 39.2 

Hourly Beernings ......ccccccccccesssssee Dollars July 2.23 2.24 2.13 

Weekly Earnings ...........sssssesees Dollars July 90.09 91.17 83.50 
PERSONAL INCOME® ow... eee $ Billions July 384 384 364 

Wages & Salaries ...... . $ Billions July 261 262 243 

Proprietors’ Incomes ..... Riaaneeeen $ Billions July 59 52 58 

Interest & Dividends ..................0000000 $ Billions July 36 35 33 

SU IIIS isccccscivccasesesconsnscisns $ Billions July 27 26 27 

PeREA TROON cisncscsccsccecesersess $ Billions July 16 16 18 

CONSUMER PRICES. ........cccccccsccccsecccscresses 1947-'9-100 | July 124.9 124.5 123.9 

WINE sais ccravataissiceckesasnseasscasspabessuscwanetunn 1947-'9-100 | July 119.4 118.9 121.7 

INTIINED senssaccsiesncassacevesiceasisoceen 1947-'9-100 | July 107.5 107.3 106.7 

BIR sists Sictcanesacnscictawaaieantans | 1947-'9-100 | July 129.0 128.9 127.7 

MONEY & CREDIT 

All Demand Deposits* | $ Billions | July 113.9 125 1095 

Bank Debits*—g | $ Billions | July 98.1 94.1 84.0 

Business Loans Outstanding— ......... | $ Billions July 29.6 29.5 N.A. 

Instalment Credit Extended” ............. | $ Billions | June 40 4.0 3.3 

Instalment Credit Repaid* | $ Billions | June 3.5 3.6 3.4 

FEDERAL GOVERNMENT | 

Budget Receipts | $ Billions | July 3.2 10.0 2.9 

Budget Expenditures ..........:.csscsseeeee $ Billions July 6.6 8.6 6.6 

Defense Expenditures .........csssessseseee: | $ Billions July 3.7 4.4 37 

Surplus (Def) cum from 7/1 ............+ | $ Billions July (3.3) (12.5) = (3.7) 





PRESENT POSITION AND OUTLOOK 


stance where it is probably wise 
to second-guess the statistic pre- 
pared by the Commerce Depart- 
ment, reliable though it has been 
in the past. The general case for 
advancing capital outlays is now 
thoroughly documented in manu- 
facturing orders and_ backlogs. 
From the point of view of invest- 
ment opportunities, the outlook for 
capital goods producers is now bet- 
ter than at any time in two years. 

This is not necessarily a case of 
an assured surge to the very in- 
flated levels of activity which pre- 
vailed in the machinery industries 
in late 1956 and early 1957, but a 
substantial advance beyond pres- 
ent levels, concentrated in modern- 
ization, will be a definite accom- 
paniment of the resumption of pro- 
duction in the steel industry. The 
combined rise in steel, in machii- 
ery and doubtless in autos too— 
should carry the industrial produc- 
tion index into new high ground 
above 160 within four months of 
the end of the steel strike. 


* * * 


MONEY AGAIN — the rise in the 
prime rate in early September un 
derscores a fact that was temporar- 
ily masked by the onset of the stee! 
strike: a genuine condition of 
money tightness now prevails, and 
will not lessen for at least six 
months. In recent months, business 
loans have been rising at an ac- 
celerated pace, mainly as a reflec- 
tion of inventory increases. When 
rebuilding of steel inventories is 
added to the picture, the total pres- 
sure for short-term money will be 
appreciably higher than it is now. 
And rising capital outlays will 
place still further pressure on the 
supply of funds. While the federal 
government is rapidly closing its 
deficit gap, it will still be in need 
of refinancing some $80 billion in 
short-term and long-term securi- 
ties, and some of the financing in 
the last half of this year will repre- 
sent “new money” because of the 
seasonal flow of federal government 
receipts and expenditures. On top 
of these demands, there appears to 
have been a significant retardation 
in the rate of personal savings in 
time deposits and other saving 
forms. Member bank borrowings 
from the Federal Reserve have re- 
cently run at about $1 billion, at 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 







































































PRESENT POSITION AND OUTLOOK 
In Billions of Dollars—Seasonally Adjusted, at Annual Rates a time when a rise in the discount 
: ore cans rate would be a logical expectation. 
SERIES Quarter Quarter Quarter Quarter ogo PA germ athe S to's aie 
I Iv T s pore 
- 1 ] s ; -, 
3ROSS NATIONAL PRODUCT Pe CPO RT 484.5 470.2 457.1 434.5 = dou oe ae thr — 
Personal C pt 311.2 303.9 299.1 290.9 ne remainaer O ne year ana Into 
Private Domestic Invest. ....s.cssesseess--- 77.5 69.8 61.3 51.3 1960. 
Net Exports —1.8 -0.9 0.2 1.2 oe # 6 
Government Purchases .........cccccccceceseee 97.7 97.4 96.5 91.1 > P 
Federal 53.9 538 542 513 HOUSING — is it headed down? 
State & Local 43.8 43.8 42.2 39.7 Standard behavior on the part of 
PERSONAL INCOME 381.1 371.8 366.3 355.90 | housing starts now would call fora 
Tax & Nontax Payments wc: 45.8 444 43.4 42.1 decline, in view of the rapidly 
rN Expendit aa pty —t4 od tightening situation for long-term 
Pp XPONGITUTES  ........ceeee00 F . . A 3 . , . y 
Personal Saving—d .......s.sccssescesesseeseeee 23.8 23.5 23.7 22.0 a A . or, oo 
es ee ee semen ~ = oe $36 | nual rate, a shade below the peak 
Corporate Net Profit ee 238 227 171 of the Spring, but higher than at 
Dividend Payments ......... 13.0 128 12.0 12.6 any other time since early 1955 
SURDICNTT THROU nico: snsionsciensscessascsven a 11.0 10.7 45 (when the money market was a lot 
PLANT & EQUIPMENT OUTLAYS ......... 32.3 30.6 30.0 30.3 | easier). Applications for FHA com- 
mitments and requests for VA ap- 
THE WEEKLY TREND praisals have continued to run at 
. very high levels in recent months, 
Week Latest Previous Year and the housing bill gives the FHA 
: Unit Ending =| Week = Week =~ Ago enough funds to support housing 
MWS Business Activity Index*..| 1935-’9-100 Aug. 22 281.2 278.9 284.2 for several more months. Neverthe- 
a Index—per capita® .. .. =. reg = "ae ey wr less, the complexion of the statis- 
ee! Fr oo p y ug. ° ° “ ° . y 4 4 
Auto and Truck Production.... | Thousands Aug. 29 34 49 29 tics points down for housing in the 
Paperboard Production ............ Thousand Tons Aug. 22 321 326 294 remainder of 1959, and in the 
te eoraget ne nee pee ov Aug. 22 299 299 275 early months of 1960. It is even 
ectric Power Output*............ ~“A9- Aug. 22 260.6 251.1 233.3 ; ; i 
Freight Carloading Th d Cars | Aug. 22 543 544 634 megs sc yn . “e decline Re 
Engineering Constr. Awards....| $ Millions Aug. 24 293 378 398 e extremely sharp, lt Corporations 
Department Store Sales...... .... 1947-'9-100 Aug. 22 | 132 132 134 should now go into the money mar- 
D d Deposits—c.............00..00 $ Billions Aug. 19 | 60.0 61.0 59.4 ket to finance capital outlays. 
Business Failures—s ...... pscouenes Number Aug. 20 263 269 272 











*Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
centers. (na)—Not available. (r)—Revised. (s)—Data from Dun & Bradstreet. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & 


Exch. Comm., Budget Bureau. 
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No. of 1959 Range 1959 (Nov. 14, 1936 Cl.—100) High low Aug. 21 Aug. 23 
Issues (1925 Cl.—100) High Low Aug. 21 Aug. 28 100 High Priced Stocks ............ 306.7 268.4 295.5 298.2 
300 Combined Average ... .... 492.4 436.9 475.2 479.1 100 Low Priced Stocks ............ 665.9 585.4 641.4 645.2 
4 Agricultural Implements ...... 492.4 356.2 460.9 457.5 SS GE BRI csceinctssscsicciorneces 996.6 853.0 895.3 895.3 
3 Air Cond. (‘53 Cl.—100) ..... 137.2 119.0 119.0 120.2 4 Investment Trusts .............. 190.6 174.2 176.1 179.7 
10 Aircraft (‘27 Cl.—100) ........ 1375.1 1080.5 1080.5 1117.3 3 Liquor (‘27 Cl.—100) .......... 1624.8 1429.2 1579.6 1564.6 
7 Airlines (‘27 Cl.—100) ........ 1429.4 1079.6 1189.5 1199.5 DB PD sccrsecctccctccnnscesennenes 563.2 452.4 536.6 536.6 
4 Aluminum (‘53 Cl.—100) ... 594.5 392.0 542.8 560.0 3 Mail Order ....... 396.9 253.1 387.2 396.9 
5 Amusements . ......ccccccscssesesere: 252.6 200.5 248.7 252.6H | 4 Meat Packing 267.2 204.4 261.3 259.4 
6 Automobile Accessories ..... 525.8 413.4 509.8 517.8 | 5 Metal Fabr. (‘53 Cl—100). 211.2 181.3 200.6 200.6 
6 Automobiles . ...............cc0000 128.1 93.7 120.5 126.2 | 9 Metals, Miscellaneous. ........ 409.6 369.4 369.4 373.0 
4 Baking (‘26 Cl.—100) .......... 41.3 38.7 40.9 41.3 4 Paper 1287.1 1170.1 1287.1 1275.4 
4 Busi Machi 1395.5 1225.9 1225.9 1225.9 Bee PIII, sctasnaceninssctessearssesnen 885.5 776.9 793.6 785.3 
DID scninictccnicecscnccensceseces 835.5 692.9 801.6 808.4 21 Public Utilities ...............00 365.4 338.3 355.2 355.2 
4 Coal Mining ............ 37.8 28.1 35.0 35.9 6 Railroad Equipment ............ 104.1 86.9 98.0 101.5 
4 Communications ..... 203.8 164.6 192.3 192.3 Be I sitidncinicennsnsecinasseences 78.2 717 73.9 74.6 
DF CINNINE, scsctstsiccssiacesncenee 178.9 158.7 168.0 168.0 ae PN MID <acnsissnscsnesonacnensceses 703.6 599.8 692.0 703.6 
7 Containers 1142.6 988.8 1076.7 1065.7 TD BameE BWR ccscseccccccscccessesseces 476.4 392.5 464.9 476.4 
6 Copper Mining ...............0+ 344.6 280.7 322.4 325.1 4 Sugar 144.7 95.2 103.0 101.7 
2 Dairy Products ......... 163.1 138.8 163.1 163.1 2 Sulph 863.3 664.7 687.6 687.6 
6 Department Stores 141.5 119.1 137.9 139.1 11 TV & Electron. (‘27 Ci.—100) 107.1 65.6 88.4 90.5 
5 Drugs-Eth. (‘53 Cl.—100) .... 475.4 379.5 451.4 447.4 5 Textiles 259.6 176.6 243.7 240.2 
6 Elec. Eqp. (‘53 Cl—100) ... 335.3 268.8 327.3 332.6 3 Tires & Rubber ...............00..: 281.8 216.1 254.3 254.3 
3 Finance Companies ........... 769.7 661.8 740.9 712.1 5 Tob 191.5 172.9 186.5 189.8 
5 Food Brands ........c.ccccsesseseee: 470.0 406.3 470.0 470.0 3 Variety Stores .........00-- 360.6 331.4 357.4 360.6 
3 Food Sleres nccccccscrcccsoremnes 279.6 247.1 266.1 266.1 20 Unclassif’d (‘49 Cl.—100) .... 284.9 239.8 265.9 268.3 
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H—New High for 1959. 
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Trend of Commodities 





SPOT MARKETS—Metals were in demand in the latter part of 
August, in part due to strikes affecting output of steel, lead 
and copper. As a result, the metals component of the BLS 
daily index rose 1.9% in the two weeks ending August 28, 
and this boosted the composite 22 commodity index by 0.2%. 
Foods were little changed during the period and raw indus- 
trial materials other than metals, were mostly lower, with 
declines being registered for burlap, cotton, hides and rubber. 

Among the rank and file of commodities, little change was 
noted in the two weeks ending August 25. The BLS compre- 
hensive weekly index rose a minimal 0.1% during the period 
as the result of a slight advance for the non-farm compo- 
nents. With strikes currently introducing artificial factors, 
the various price indexes may not accurately reflect under- 
lying trends until after the stoppages are settled. 





FUTURES MARKETS—Futures prices showed no concerted trend 
in the two weeks ending August 28, although more markets 
declined than advanced. On the downside were corn, soybeans, 
lard, wool, coffee, zinc and lead, while higher prices were 
reached by wheat, cotton, sugar, cocoa and copper. 

Wheat futures were somewhat higher in the period under 
review, the May option advancing 11/, cents, to close at 199',,. 
The basic wheat statistics are essentially bullish, with avail- 
able free supplies for the year ending June 30, 1960, esti- 
mated at 1,253 million bushels, exports at 425 million and 
domestic consumption at 626 million. This leaves a surplus cf 
only about 200 million bushels and entries into the loan in 
July alone have amounted to 107.7 million bushels. With loan 
entries almost certain to top the 200 million bushel figure, 
tightness of free supplies may be seen as the season advances, 
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NATIONAL STEEL 


150 | 
| Going up—the horizon-hugging Trimline, newest product of our 
149 | Stran-Steel Division, newest demonstration of National Steel’s 
160| consistent leadership in the development of fine steel buildings. 
Leadership that has also brought to pre-engineered structures an 
155} ouistanding hallmark: factory-applied protective coating in color 
—in long-lasting Stran-Satin blue, green, rose, bronze, white, 
159 gray or any combination. 


supermarkets, warehouses, bowling alleys and the like. Its low- 
pitch roof lowers heating and cooling costs. Its safety engineered 
framework stands up to extremes of stress and strain. Its column- 
free interior gives optimum space for the dollar. A Stran-Steel 
building is your best buy for economy, beauty and service. 
Want More Facts on Stran-Steel Buildings ? 
For complete illustrated literature on commercial, industrial 
Bui there’s more to Stran-Steel buildings than meets the eye. or |_| farm buildings in beautiful Stran-Satin color, write today to 
Take the low-cost, low-upkeep new Trimline—designed for Stran-Steel Corporation, Department NSF-13, Detroit 29, Mich. 


NATIONAL STEEL CORPORATION, GRANT BUILDING, PITTSBURGH, PA. 









































Answers to Inquiries ba: 











The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you, It 
is subject to the following conditions: 
1. Give all necessary facts, but be brief. 

Confine your requests to three listed securities at reasonable 


intervals. 


addressed envelope. 


. No inquiry will be answered which is mailed in our postpaid reply 


envelope, 


2 

8. No inquiry will be answered which does not enclose stamped, self- 
4 

5 


Special rates upon request for those requiring additional service. 





Procter & Gamble 

As my portfolio consists mainly of 
high-grade stocks and my primary 
investment objectives are income de- 
pendability and gradual growth, rf 
would be pleased to receive recent data 
on Procter & Gamble. 

N. A.—Stockton, Calif. 

Procter & Gamble Co. is the 
largest U.S. maker of soaps and 
synthetic detergents and the 
company has additional lines in 
food products, chemical pulp op- 
erations and in recent years ac- 
quired a sanitary paper company 
and thas diversified further in 
other lines. Consecutive dividends 
have been paid since 1891 and the 
stock is regarded as high-grade 
with dependable dividends and 
also offering gradual growth. 

Consolidated net sales of Proc- 
tor & Gamble and its subsidiaries 
for the fiscal year ended June 
30th, 1959 totaled $1,368,532,426. 
Sales in the previous year were 
$1,295,163,269. 

Consolidated net earnings for 
1958-59 increased 11.6% to 
$81,697,965, cqual to $3.96 per 
share of common stock. Compara- 
ble figures for the previous year 
were $73,196,618 in earnings 
which was $3.56 per share. 

The company is developing new 
products in order to maintain its 
position in competive fields. Over 
70% of its household volume to- 
day is in products that were not 
even in existence at the close of 
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World War II. 

The introduction nationally of 
two new brands, Ivory Liquid De- 
tergent and Mr. Clean, in keeping 
with the trend of consumer pref- 
erence for liquid cleaning prod- 
ucts and the completion of na- 
tional distribution of Jiff peanut 


spread, the expansion of market- 


ing of Duncan Hines cake mixes 
and the introduction of Secret 
deodorant and White Cloud bath- 
room tissue in selected markets 
are recent developments that are 
expected to increase sales and 
earnings. 

The company is making good 
progress in its overseas business, 
including the establishment of 
broad operations in Italy, compie- 
tion of a second Canadian plant 
ana start of construction on a 
detergent plant in Morocco. P & 
G now has major production and 
marketing activities in 8 foreign 
countries and also markets prod- 
ucts in 118 other countries 
through export channels or 
through production from small 
local plants. 

Current quarterly dividend is 
55 cents per share. 

There is every good reason to 
expect continued sound develop- 
ment of the business due to the 
company’s diversified product 
lines, its strong organization 
and the high level of industrial 
activity in the country. 


Associated Dry Goods Corp. 

I have been a subscriber to your value: 
Magazine for a good many years anc 
only occasionally inquired about stock: 
I own or contemplate purchasing. I 
would appreciate receiving recent date 
on sales and earnings of Associate: 
Dry Goods Corp. 

F. L.—Lexington, Kz 

Associated Dry Goods Corp 
is one of the nation’s leading de- 
partment store groups. The prin- 
cipal unit is Lord & Taylor it 
New York. Expansion into sub- 
urban areas and also acquisitions 
of other stores have aided sales 
and earnings. 

Net sales for the three months 
ended August 1, 1959, amountec 
to $58,838,000, compared wit! 
net sales of $53,165,000 for the 
same quarter of the previous fis 
cal vear. 

Estimated net earnings for the 
three months ended August 1 
1959 were $850,000, equal to 3& 
cents a common share after pDro- 
vision cf $950,000 for Federa! 
income taxes. This compares with 
estimated net earnings of $350,- 
600 equal to 10 cents a common 
share, after providing $300,000 
for Federal income taxes in the 
comparable period of the previ 
ous fiscal year. 

Net sales for the 6 months 
ended August 1, 1959 amounted 
to $123,184,000. This compares 
with $108,628,000 in net sales 
reported for the same period a 
year ago. 

Estimated net earnings of the 
company for the 6 months ended 
August 1, 1959 amounted to 
$2,150,000, equal to $1.01 a com- 
mon share after provision of $2,- 
250,000 for Federal income taxes. 
This compares with estimated net 
earnings of $1,150,000, or 47 
cents a common share reported 
for the first six months of the 
previous fiscal year when $900.- 
000 was provided for Federal in- 
come taxes. Sales and profits for 
the newly acquired Erie Dry 
Goods Co. have been included only 

(Continued on page 736) 
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Looking Ahead with 
Latin America 


by Henry B. Sargent, President 


American & Foreign Power Company Inc. 


Private enterprise demonstrates daily its 
confidence in Latin America. Investment 
plans are going forward in many fields to 
supply the goods and services to meet 
tomorrow’s needs. 


The economic growth of Latin America 
in recent years has been truly remark- 
able. The area’s natural resources are 
among the most abundant in the world. 
Forward-looking plans for industrial de- 
velopment promise even more growth in 
the future. Many groups, both public 
and private, are working to strengthen 
the traditional partnership between the 






Americas—a partnership based on mu- 
tual need, mutual advantage and mutual 
respect. 


The companies of our System begin here 
a series of messages which will point to 
the sound progress being made today in 
Latin America. As Latin America grows, 
demand for electric light and power 
grows. In supplying this need—now and 
for the future—in the areas they serve, 
the companies of the American & For- 
eign Power System join with many other 
companies in looking ahead with Latin 
America. 





AMERICAN & FOREIGN POWER SYSTEM 


AMERICAN & FOREIGN POWER COMPANY INC. 
100 Church St., New York 7, N.Y. 


Associated electric companies in the following countries: 


ARGENTINA—Empresas Eléctricas Argentinas + BRAZIL—Emprésas Elétricas Group of Companies » CHILE—Cia. Chilena de 
Electricidad » COLOMBIA—Cia. Colombiana de Electricidad » COSTA RICA—Cia. Nacional de Fuerza y Luz « CUBA—Cia. Cubana de 
Electricidad » ECUADOR—Empresa Eléctrica del Ecuador » GUATEMALA—Empresa Eléctrica de Guatemala » MEXICO—Impulsora 


Group of Companies « PANAMA—Cia. Panamefia de Fuerza y Luz » VENEZUELA—Cia. Anénima Luz Eléctrica de Venezuela 
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PARK IN NEW YORK 


Gramercy Park offers the visitor to 
New York a rewarding experience. It's 
location is unique. On the preferred 
East side, in the city’s most charm- 
ing midtown area. In the heart of 
business, entertainment, cultural and 


shopping areas. 


Rooms are big, airy, colorfully 
decorated. Each with television and 
air-conditioning. A beautiful restau- 
rant offers superb cuisine. Attractive 


bar and cocktail lounge. 


Luxurious suites: parlor, bedroom, 
bath, from $20 to $25 a day. Also 
spacious one room apartments from 


$10 daily. 


American Express and Diners’ Club credit 


cards accepted. 
Write for illustrated booklet,. 
Donald Gallagher, General Manager. 
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As Tire and Rubber Companies 
Expand and Diversify 





(Continued from page 713) 


New and Replacement Tires Still 
Major Consideration 


The tire business, however, is 
still the largest single producer 
of sales and income. In this field, 
the industry has experienced an 
unexpectedly rapid growth in the 
replacement market. During the 
last year, the industry has re- 
peatedly had to raise its estimates 
of total replacement sales. The 
estimate for this year is that 
passenger tire replacement sales 
will total 66 million, compared 


» with the previous high record of 


61.6 million set in 1958. It is note- 
worthy that the latter record was 
set in a year of recession, which 
points to good stability of sales, 
along with growth. 

The rise in replacement sales is 
being caused by several factors. 
Car population is increasing stead- 
ily. The fact that modern high- 
powered cars with faster start 
and stop also wears out the rub- 
ber tread more quickly. The rise 
in average speed of cars, due to 
more turnpike travel, also con- 
tributes to rapid wear. It is esti- 
mated that the average tire wears 
out twice as rapidly at 65 miles 
an hour as at 50 m.p.h. The use 
of power brakes, and the trend 
towards smaller diameter tires 
also creates rapid wear. Tire sizes 
on new cars have moved down in 
recent years from 16 inches in 
diameter to 15 inches and finally 
to 14 inches in the last year as 
auto companies have designed 
lower cars. In the new compact 
cars to be introduced by the Big 
Three of the auto industry for 
1960, 13 inch tires will be used. 

Another phase of replacement 
demand is the retread business. 
This year, a record breaking 
500,000,000 pounds of rubber is 
going into the retreading of tires. 
Next year should add another 20 
million pounds. 

The replacement market has 
become a much bigger factor in 
sales than the original equipment 
market. Replacement sales, more- 
over, are less likely to fluctuate 
widely than original equipment 
sales. This was illustrated by the 
all-time record in replacement 





sales set in 1958, while original 
equipment sales dropped to a ten 
year low. 

Next year, if general employ- 
ment remains at a high level, re- 
placement tire sales should rise 
to 68 million. 

Original equipment tire sales 
this year will total about 35.5 
million units including cars and 
trucks, compared with 26.8 mil- 
lion units shipped in 1958. 

Last year, production of new 
automobiles dropped to a 10 year 
low of about 4.2 million. This 
year, with domestic output of new 
cars showing a sharp rebound to 
about 5.7 million units, original 
equipment business has returned 
to normal. Further gains should 
occur in this market in 1960 if 
the new compact cars of the Big 
Three are successful. 


Expansion Abroad 


Overseas, tire sales are rising 
even more rapidly than in this 
country. The European Common 
Market will account for an output 
of 30 million tires this year, about 
one-fourth of the United States 
total. But by 1970, the Common 
Market will have risen over 60 
per cent to 49 million units, it is 
estimated on the basis of the re- 
cent rate of growth. In this mar- 
ket, Big Four companies have es- 
tablished important manufactur- 
ing facilities. The tire industry is 
expanding overseas at a rapid 
rate. 


Goodrich, for example, now has 
22 associate and subsidiary com- 
panies overseas, and it is adding 
new investments in synthetic rub- 
ber, plastics and tires at a rapid 
rate. Its more confident attitude 
towards foreign investments is 
indicated in the fact that Good- 
rich is now leaning towards a ma- 
jority position, in overseas invest- 
ments, whereas formerly it fa- 
vored a minority interest. 


Goodyear, on the other hand, 
has followed a policy of obtaining 
majority or 100 per cent control 
of overseas plants for some years. 
Goodyear is building its 29th 
overseas plant—a $7 million facil- 
ity in France. 

The major tire producers have 
invested large sums in new plants 
and equipment in recent years, 
both here and abroad. This trenc 
has offset higher costs of labor, 
and has enabled the industry t 
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improve its profits margin per dol- 
lar of sales. 

During the last four years, 
Firestone has spent $225 million 
for expansion. Goodrich spent 
$132 million in the same period, 
and its investments this year will 
exceed the $27.6 million invested 
last year. 

For the industy, capital invest- 
ment this year will total at least 
5165 million, compared with $134 
nillion in 1958, and the previous 
weak of $201 million in 1956. 


The Price Situation 


A Federal Trade Commission 
iction has been brought against 
he industry in connection with 
ts single zone pricing policies. 
The tire companies have decen- 
ralized their manufacturing op- 
‘rations. They have wiped out the 
<ast-West price differential that 
‘ormerly prevailed when most 
ires were made in Akron. The 
“ederal Trade Commission has 
‘ollowed a consistent policy in 
nost industries of seeking F.O.B. 
nill pricing, and has succeeded in 
imposing this policy in steel, ce- 
ment and other industries with- 
out undermining the price struc- 
ture. 

Cuts in suggested retail prices 
announced by the tire companies 
this Spring and Summer have 
been a little larger than usual. 
Some have amounted to 15 per 
cent. However, it should not be 
assumed that these cuts were 
connected with the Federal Trade 
Commission action. The reduc- 
tions were probably influenced to 
a greater extent by the desire to 
stimulate larger sales of first line 
tires, in place of second and third 
line tires. 

A more important price ques- 
tion is raised by labor costs. Tire 
companies absorbed close to 10 
cents an hour in new pensions and 
insurance costs last Spring, fol- 
lowing strikes called at Goodrich, 
U. S. Rubber and other com- 
panies. The Big Four are now bar- 
gaining on a wage reopener. If 
wages go up about 7 cents an 
hour,—in line with the annual 
boost in auto wages—tire com- 
panies will want to raise prices 
on original equipment and re- 
placement tires to avoid a profit 
squeeze. Unless this price boost 
is effected, earnings in the fourth 
quarter and in 1960 may show 
the effects of cost absorption. 

T2e United Rubber Workers 
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DEVELOPMENT 


reflects the trend of things at Blaw-Knox 





Gauging tomorrow's requirements for indus- 
try, and translating them into advanced 
equipment, is the task of the Blaw-Knox 
development program. 

For instance, Blaw-Knox engineers devel- 
oped the first combination blooming and plate 
rolling mill, and the first asphalt paver 
mounted on pneumatic tires. 

Accelerated development and improvement 
are inherent in Blaw-Knox products. These 
practical advances are one way in which 
Blaw-Knox merits a preferred status in the 
basic industries it serves: Metals, Processing, 
Construction, and Public Service. 


BLAW-KNOX COMPANY 


1200 Blaw-Knox Building + Pittsburgh 22, Pennsylvania 














| 150TH DIVIDEND 


A quarterly dividend of $0.65 
| * per share in cash has been 


| ce declared on the Common 
Stock of C. I. T. Financia 

T Corporation, payable Octo- 
ber 1, 1959, to stockholders 

of record at the close of busi- 
FINANCIAL ness September 10, 1959. 

The transfer books will not 

CORPOKATION * close. Checks will be mailed. 
| ° C, Joun Kuun, 
Treasurer 


. 
e August 27, 1959. 
o 








— _— cneeeeainiaiae 








INTERNATIONAL 


St. Louis 
194TH 
CONSECUTIVE DIVIDEND 
Common Stock 
A quarterly dividend of 45¢ 
per share payable on October 
1, 1959 to stockholders of rec- 
ord at the close of business Sep- 


tember 11, 1959, was declared 
by the Board of Directors. 


ROBERT O. MONNIG 


Vice-President and Treasurer 


September 1, 1959 














ro West Penn 


Electric Company 
Uncorportecd) —— 
Quarterly Dividend 
on the 


COMMON STOCK 
4Oc PER SHARE 


Payable September 30, 1959 
Record September 11, 1959 
Declared September 2, 1959 








WEST PENN ELECTRIC SYSTEM 
Monongahela Power Company 
The Potomac Edison Company 

West Penn Power Company 








MACHINE AND 4 
| METALS, INC. | 


63rd Dividend 


A QUARTERLY DIVIDEND 

of FORTY CENTS per share 

has been declared on the 

capital stock for the third 

quarter of 1959, payable on 
= September 30, 1959, to share- 
& holders of record on Septem- 
% ber 16, 1959 


Robert G. Burns, Treasurer 














are also pressing for the elimina- 
tion of regional wage differentials. 
These are substantial in some 
areas. The tire industry has been 
decentralizing away from the 
high labor cost area in Akron. In 
some places, as in Arkansas, labor 
costs are far below the Akron 
level. Such elimination of differen- 
tials usually takes place slowly, a 
small bite at a time. 


Vigorous Competition 


Competition in the rubber in- 
dustry is extremely keen, and the 
larger companies must pursue ag- 
gressive policies of research and 
expansion, if they want to pre- 
serve their share of a growing 
market. There are about 1,500 
rubber companies in _ this 
country—20 per cent more than 
ten years ago. There has also 
been a sharp growth in the num- 
ber of companies in the chemical 
and plastic fields. There are about 
9,500 chemical companies, and 
5,000 plastics producers. 


Varying Status For Industrial 
Companies 


These statistics are cited to 
show that even though rubber, 
plastics and chemicals are growth 
fields, there is no guaranty that 
any single company will equal or 
exceed the industry’s rate of 
growth. Mistakes of judgment, or 
ultraconservatism, have slowed 
down the growth of some com 
panies, while aggressive smaller 
companies, like Dayton, Mohawk 
and General have been expanding 
at a faster rate than the indus- 
try’s average. 

Among the Big Four, there 
have been unequal rates of 
growth. Since 1949, for example, 
Goodyear has more than doubled 
its sales. The total for 1949 was 
$633.5 million, and in the first 
half of this year, Goodyear’s sales 
were $812.7 million—more than in 
all of 1949. 


Firestone, too, has expanded 
rapidly, boosting its sales from 
$579 million in 1949, to $1,061.6 
million in 1958. B. F. Goodrich has 
grown from sales of $387.9 mil- 
lion in 1949 to $697.2 million in 
1958 and reached an annual rate 
of $766 million in the first half of 
1959. U. S. Rubber has increased 
its sales from $633.5 million in 
1949 to an annual rate of $1,017 
million in the first half of this 
year. 


Earnings of U. S. Rubber, 
Goodrich and Firestone were ad- 
versely affected by long strikes 
which lasted through much of the 
second quarter. Goodyear, on the 
other hand, escaped the strike and 
had its earnings swelled some- 
what due to the fact that its com- 
petitors were shut down and could 
not make shipments of certain 
types of goods. The new wage de- 
mands now under negotiation 
present the danger of another 
stoppage this Fall. 

Despite the growth of some ag- 
gressive smaller competitors, the 
Big Four companies appear to be 
holding on to their share of the 
market. They have shown a will- 
ingness to decentralize, diversify 
and expand to serve new markets 


In Conclusion 


The rubber industry appears t 
be favorably situated to continue 
its progress in 1960 and over the 
entire next decade. In the reces- 
sions which are sure to come, it 
will probably give as good an ac 
count of itself as it did in 1958 
But the price-earnings ratio of 
the leading rubber and tire stocks 
has become rather high, and a 
good measure of future progress 
is being discounted. The stock: 
are selling around 18 to 20 times 
earnings. 

However, if the auto industry 
succeeds in boosting its sales in 
1960, the stage may be set for a 
further rise in earnings of rubber 
companies. The companies have 
been earning their dividends by a 
substantial margin. END 





World Nickel Supply 





(Continued from page 707) 


tensive effort is being made to de- 
velop new uses for nickel in the 
manufacture of steel equipment 
for the transportation of liquid 
oxygen and other gases. Yet an- 
other campaign has been organ- 
ized by International Nickel for 
the promotion of the sale of stain- 
less steel consumer products such 
as tableware, serving pieces, kit- 
chen appliances, storm doors and 
screens, garden tools, etc. How 
much success these campaigns 
will have in stimulating the de- 
mand for nickel and for products 
which contain nickel in the United 
States and Canada remains to be 
seen. 
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In the meantime, prospecting 
for nickel has continued in sev- 
eral regions of the Canadian 
North. The Falconbridge Cor- 
poration holds claims in the Ken- 
ora and Rainy River districts of 
Northwestern Ontario and in the 
Great Slave Lake district of the 
Northwest Territories. Important 
finds of nickel deposits have also 
recently been made in the Ungava 
region of Far Northern Quebec. 
But the further opening up of all 
of these properties depends large- 
ly upon the condition of the world 
markets for nickel during the 
rext few years, especially in view 

f the recently agreed-to termina- 
tion by the U. S. government of 
its contract with International 
Nickel, because of the large sur- 
plus of the metal already held 
under the stock piling program. 

However, the improvement in 
the market price of copper, which 
is mined in approximately equal 
proportions with nickel, may help 
to offset the decline in govern- 
ment buying. The fact that In- 
ternational Nickel was able to 
show a substantial increase in 
earnings for the first six months, 
from $1.46 a year ago, to $2.63 
per share, illustrates this point, 
although the better earnings also 
represent a heavy second quarter 
demand due to fear of the steel 
strike in the United States. Yet, 
it is clear that the chief problem 
in connection with the marketing 
of nickel today continues to be 
the one of adjusting the demand 
for this metal to its rapidly 
growing supply. END 








Government Debt Crisis 
Squarely Up To Congress 





(Continued from page 701) 


ury will be obliged to borrow new 
money and refinance the embar- 
rasingly heavy volume of early 
maturities solely with obligations 
running not longer than five 
years, where the existing restric- 
tion does not apply. It would be 
the natural inclination of the 
Treasury, of course, to reach out 
as far as it can by selling five- 
year notes, paying the rates re- 
quired. Unfortunately, this is the 
area of the most intensive com- 
petition for funds. Ordinarily, 
commercial banks would be the 
principal buyers of maturities in 
this range, but now, under the 
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pressure of more remunerative 
loans to factories, contractors and 
consumers, these institutions are 
reducing rather than adding to 
their holdings of Treasury notes. 
Reflecting this pressure, rates in 
the three, four and five year ma- 
turity range are already hicher 
than for more distant maturities, 
and there is no saying how high 
they might climb if the govern- 
ment’s heavy demand for funds 
were to be concentrated in this 
area. 

Consequentlv, the Treasury 
will undoubtedly continue to de- 
pend largely on the bill market— 
maturities not longer than one 
year. Rates in this area are still 
lower than for notes, although 
the customary spread between 
short - term and medium - term 
yields has heen narrowed almost 
to the vanishing point. And while 
it is the normal situation for in- 
terest rates to vary inversely with 
the term the loans are to run. 
this relationship could be reversed 
under the pressure of abnormal 
circumstances. 


Co-sufferers Will Be Business, 
Industry and All The People 


Credit obligations, like all 
other objects offered for sale, are 
responsive to the laws of supply 
and demand and with the govern- 
ment artificially barred from long- 
term bond market, its heavy loan 
requirements all concentrated in 
the short-term spectrum could 
cause rates on bills and notes even 
to climb above those on 20-year 
maturities! Within this range the 
government will also be compet- 
ing most directly with business 
and consumers in their demand 
for funds. A stronger inflationary 
stimulus could hardly be deliber- 
ately contrived. Rates on Treas- 
ury bills are likely to climb to 
levels hitherto unknown, and 
many intending borrowers may 
be unable to obtain money at any 
price. 


A Sound Decision Needed 
In This Important Crisis 


This prospect is not financial or 
exaggerated. It can be avoided 
only if Congress will act in a more 
responsible manner by facing the 
realities in the present credit situ- 
ation. Adjournment of the pres- 
ent session without action on the 
interest rate ceiling will be un- 
fortunate but not necessarily final, 
as the subject can be reconsidered 
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at an early date. But if the pres- 
ent restrictions continue un- 
changed, the Treasury will suffer, 
at best, severe difficulties, and 
without considerable luck perhaps 
a true crisis. 

The root of this whole problem 
is, of course, the immense federal 
debt. Its annual interest burden 
of $8 billion—greater than total 
government expenditures as re- 
cently as 1938—#is inescapable. 
But the ill effects of this sad le- 
gacy we are handing on to our 
children and our children’s chil- 
dren can be tempered by careful 
management. Most important is 
the avoidance of monetizing the 
debt by concentrating it in obli- 
gations which are a close equiva- 
lent of currency. Secondly, the 
Damocle’s sword of an inordinate 
total of early maturities should 
be removed from over the Treas- 
ury’s head. If these steps are not 
taken, by the lifting of the pres- 
ent interest ceiling on long-term 
bonds, then, to quote Senator 
Byrd, “a crisis of first magnitude 
will confront the United States 
Treasury .. .” END 





If Cold War Eases... 
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in defense, the American highway 
program, which is now bogging 
down under a shortage of funds, 
could be accelerated. School con- 
struction programs, financed un- 
der a system of federal grants to 
states, are certainly another legi- 
timate device for temporary sup- 
port of general business condi- 
tions. Major construction projects 
—flood control, water power, navi- 
gational construction, bridges, 
etc.—abound across the country, 
and only an opportunity when 
federal funds can be funneled into 
them temporarily without infla- 
tionary implications. If need be, 
the government’s several housing 
agencies could be temporarily 
equipped with enough funds to 
guarantee such special residential 
building programs as urban re- 
newal, college construction, etc. 


The Other Side of the Picture 


Be it stated here that this is not 
a plea for a net addition to federal 
spending, or for further federal 
encroachment on private sectors 
of the economy. It is simply a 


732 


statement of the broad range of 
possible palliatives which the fed- 
eral government is clearly in a 
position to use should it also be 
in a position to safely curtail de- 
fense spending. 

These palliatives should not be 
ignored. And not all of the eggs 
of the federal government could 
prudently be placed in the basket 
of tax reduction, for a simple but 
compelling reason — that if de- 
fense curtailment should lead to 
incipient recession in the first in- 
stance, tax reduction alone might 
not be a very effective remedy. In 
times of recession, consumers 
might be tempted to save the bulk 
of any tax remissions, simply as 
a precaution against unemploy- 
ment. Similarly, tax reduction in 
the corporate sector at a time of 
flagging sales and declining prices 
might not stimulate much new 
capital spending; see for example 
1954, when a $3 billion reduction 
in corporate taxes was accom- 
panied by an actual decline in 
business spending for plant, 
equipment and inventories. 

At a time when defense busi- 
ness is subsiding, it will be in the 
interests of all sectors to increase 
spending, not saving. 

It may accordingly be neces- 
sary to combine tax reduction 
with a judicious amount of in- 
crease in government spending 
of a nondefense nature, to pre- 
vent recession from deepening 
in the early stages of defense 
reductions. 

A package of tools with which 
to fight recession in the event of 
a decline in defense spending thus 
seems to be ready to hand. It is 
also worth noting, however, that 
a decline in defense would help 
to solve inflation, one of the more 
pressing problems of the past 
fifteen years. 

National inflation—progressive 
deterioration in the value of a 
nation’s currency—can be caused 
by many things. But certainly 
one of the fundamental causes is 
massive government spending. 
Beyond a certain point, increases 
in the share of total output pre- 
empted by the federal government 
through taxation tend to brake 
incentives, reduce efficiency, and 
give rise to high-cost patterns of 
production and consumption. At 
what precise point big govern- 
ment per se leads to inflation is 
not readily measurable. A num- 
ber of analysts place it at 25% 


of total national output; in the 
United States the present figure 
is a little over 20% and it is cer- 
tainly difficult to dissociate this 
massive role of government from 
the inflation which has character- 
ized American markets for the 
past fifteen years. 

A reduction in taxes would re- 
store much of this preempted 
buying power to the private sec- 
tor, where a portion of it would 
be saved. This real savine—the 
withholding of income by the pri- 
vate sector and the redirection of 
income into investment through 
financial intermediaries such as 
banks and insurance companies— 
is the great life-process of a free 
economy. If enough of it occurs, 
the economy can finance its own 
growth, without inflation; if not 
enough saving occurs, national! 
growth will be slowed, and prices 
will rise. 


In Conclusion 


The additional private saving 
which will be made possible by 
tax reductions accompanying fall- 
ing government spending is thus 
one of the paramount benefits t« 
be derived from a lessening of 
cold-war tensions. It will mean, 
for the American economy, a long 
step toward a healthier, more in- 
vigorating, less inflationary bal- 
ance between public and private 
economic activity. END 





As The Steel Industry 
Makes A Stand 
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requirements in the foreseeable 
future, permitting adoption of 
closer pricing policies to combat 
competition not. only from 
abroad but from other materials 
that may become more abundant. 


The Position of the Investor 


The prospect of higher labor 
costs and stable or lower selling 
prices on principal types of fin- 
ished steel suggests that invest- 
ors may have to be on guard in 
another year or so to distinguish 
betwen “high-cost? and “low- 
cost” producers. For the near 
term, the likelihood of a relative- 
ly strong consumer demand and a 
stable price structure should 
prove reassuring, since large vol- 
ume and normal profit margins 
should provide adequate earninz 
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power for most companies under 
review in this article. 

Ordinarily in a discussion such 
as this, current production and 
earnings records would deserve 
more than passing comment. Be- 
cause of distortions caused by 
over-buying on the part of con- 
sumers, however, there is little 
peint in belaboring record statis- 
tics on output and profits. Invest- 
01s doubtlessly are familiar with 
the general background—and fiz- 
ures on individual companies 
may be found in the accompany- 
ing tabulation. It was only na- 
tural for union spokesmen to seize 
ujon evidence of high earning 
power to argue that industry 
leaders were more than able to 
grant substantial wage increases. 
This talking point presumably 
wll vanish with publication of 
fiyures for the September quar- 
ter. Deficits loom for principal 
representatives of the steel-mak- 
ing industry, although a few 
small units which have continued 
to operate around the clock should 
fare well. 


Record of First Six Months 


To focus attention on the in- 
dustry’s enlarged productive ca- 
pacity it may be appropriate to 
cite a few figures relating to op- 
erations in the first six months. 
The industry produced more than 
64 million net tons of raw steel, 
surpasing the previous record of 
62.6 million, while output of pig 
iron and ferroalloys exceeded 42 
million tons, against a previous 
record total of 41.7 million in the 
corresponding period two years 
ago. Shipments of finished steel 
products in May established an 
all-time peak of 8.8 million tons, 
compared with an earlier high in 
the previous month. 

The steel industry’s principal 
customer accounted in large 
measure for the records achieved 
in the first six months. The auto- 
motive industry boosted its tak- 
ings to more than 9 million tons, 
it is estimated, in view of the rise 
in the first five months of some 
146 per cent over a year ago toa 
total of about 8.2 million tons, or 
approximately four-fifths of the 
total steel received in all of 1958. 
With auto production expected to 
register an increase over 1958 of 
35 to 40 per cent, it seems reason- 
able to anticipate another new 
record in steel purchases this 
year. Prospects for 1960 are con- 
Sidcred especially bright. 
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Looking Ahead 


Indications of a rising tempo 
in capital equipment expenditures 
next year are also reassuring for 
steel makers. Construction usual- 
ly ranks second to the automotive 
industry in steel requirements, 
while containers come next and 
machinery manufacturers rank 
fourth. Other important categor- 
ies are pressing-and-stamping, to- 
gether with agricultural equip- 
ment makers. The petroleum in- 
dustry ordinarily is a major con- 
sumer. A glance at the industrial 
groups just mentioned suggests 
that population growth, which 
seems likely to gain momentum 
in the early 1960’s, should prove 
a powerful stimulant in boosting 
consumption of stee!. 

As in most other industries, 
selectivity is ever important. The 
investor must examine closely 
basic factors applicable to indi- 
vidual companies. 

In view of a prospective resur- 
gence in consumer demand upon 
resumption of production in ap- 
proximately 80 per cent of the 
country’s mills closed by strike, it 
seems reasonable to anticipate a 
good fourth quarter and a fairly 
satisfactory year, all things con- 
sidered. 

From an investment viewpoint, 
the ability of steelmakers to main- 
tain a comparatively high earning 
power is reassuring. Shares of 
principal companies have gained 
stature in recent years, as shown 
by a steady increase in the num- 
ber of steel equities held by insti- 
tutional investors. Confidence in 
the group has been strengthened 
by ability of managements to 
lower break-even points and to 
demonstrate effective control over 
operating costs so that as operat- 
ing rates fell in periods of busi- 
ness recesions managements have 
been able to attain reasonable 
earnings. Research programs 
have been expanded to improve 
production processes and to keep 
pace with progress in develop- 
ment of labor-saving equipment. 

Even though outstanding gains 
have been achieved, the industry 
frankly recognizes the fact that 
cyclical factors cannot be elimi- 
nated. Stocks in the group cannot 
be considered immune from cycli- 
cal influences and must be ap- 
praised on that basis, despite the 
fact that these unsettling influ- 
ences are not nearly so preva- 
lent as was the case a quarter of 
a century ago. END 





Diversification Pays Off for 
Auto Parts and Accessory 
Makers 
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cars are bound to cut-in on sales 
of standard medium priced 
models. 

In a bid to keep the medium 
price line more competitive small- 
er engines are being offered, the 
horsepower race is almost a thing 
of the past, and advertising is 
placing greater stress on the econ- 
omy of operation. Although the 
automobile makers set the styles, 
a good many of the new innova- 
tions have been developed or per- 
fected by the parts companies. 

The fact that it takes time for 
new ideas to be incorporated in 
the bulk of cars offered for sale 
in any one, two or three year 
period tends to limit the public’s 
understanding of the money and 
effort that the industry is is con- 
stantly putting into research. Be- 
cause of the high development 
and tooling-up costs, the industry 
has to be pretty well assured of 
public acceptance before making 
new items standard equipment. 
Thus, new items are usually of- 
fered as “extras” when they first 
become available. Once the “bugs” 
have been eliminated and public 
demand warrants the offering of 
an extra as a standard item, it 
then becomes available on the 
majority of cars. This time ele- 
ment usually makes a new idea 
seem less revolutionary because it 
has been talked about for some 
years and it may be on the mar- 
ket for some time before the av- 
erage buyer has it on his car. 

In recent years dual headlights, 
12 volt batteries, wrap-around 
windshields, power controls, auto- 
matic transmissions, power steer- 
ing, power brakes, unitized bodies, 
smaller diameter wheels, seat 
straps, swivel seats, new uphol- 
stery fabrics with more eye ap- 
peal and longer wear'ng qualities, 
crashproof dashboards, and hard 
tops that disappear in the trunk 
have been among the many inno- 
vations, new conveniences and 
new safety devices. Some of these 
items still come under the head- 
ing of “extras” but most are be- 
coming so commonplace that they 
are being regarded as standard 
equipment. In a majority of in- 
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stances, such equipment is sup- 
plied by the auto parts compan- 
ies. 

The constant increase in glass 
area with windshields wrapping 
around the sides as well as partly 
across the top has been a particu- 
lar boon to Libbey - Owens - Ford. 
Massive bumpers have meant in- 
creased sales for Electric Auto-Lite, 
Houdaille Industries and Rockwell 
Standard. Widespread use of power 
controls has necessitated the use 
of 12 volt batteries in most pres- 
ent models. While the life of this 
battery is no greater than the 
life of the old 6 volt batterv it 
costs more and carries a higher 
profit margin for companies like 
Electric Storage Battery. A steady 
increase in air conditioning instal- 
lations is an important plus for 
Eaton Manufacturing. 

Looking farther ahead there is 
every reason to believe that im- 
provement in old products and the 
introduction of new ones will con- 
tinue to supply plenty of business 
for the more aggressively man- 
aged auto parts companies. At the 
present time there is plenty of 
work going on in such things as 
air - cooled engines, aluminum 
block engines, engines in the rear, 
fuel injection, new electrical sys- 
tems, new ignition systems, elec- 
trically powered -automobiles, 
bearings that may eventually 
eliminate periodic greasing, ways 
to reduce exhaust fumes and en- 
gines mounted across the front of 
the car parallel to the axle which 
would drive the front wheels and 
eliminate the transmission hump. 
As yet, safety devices of an un- 
usual nature have not met with 
too much public response but they 
are bound to receive greater at- 
tention in the future. Shatter- 
proof safety glass, steel tops and 
puncture proof tires have been 
common for some years. However, 
there has been little interest in 
seat straps, cushioned dashboards, 
recessed steering wheels and 
other minor items which have 
been designed to afford greater 
protection in the event of colli- 
sions. Perhaps in later years, such 
items will be accepted as regular 
accessories and improvements. At 
any rate, this is another area of 
potential business for the auto 
parts companies, in future. 


Intermediate Term Outlook 
Favorable 
As in the case of most cyclical 
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groups, stocks of auto parts com- 
panies vary considerably from a 
quality standpoint. Historically, 
the average auto equipment stock 
sells at about 10 times normal 
earnings. Issues of the more mar- 
ginal companies sell at a lower 
appraisal of earnings while those 
of the well-entrenched companies, 
which boast an impressive past 
record, command higher price 
earnings ratios. If 1960 lives up to 
present expectations earnings 
should be satisfactory, especially 
for companies that are the lead- 
ing suppliers of original equip- 
ment. Those which have a heavy 
defense “flavor” may have earn- 
ings penalized if defense expendi- 
tures are cutback as is presently 
indicated. END 





A Realistic Appraisal of the 
Key Automobile Industry 
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corded this new smaller 117 inch 
wheelbase car will provide a clue 
as to how successful the medium 
price car producers will be in pre- 
senting more compact vehicles. 

A move to stimulate medium 
priced car dealers has been taken 
by General Motors. It has boosted 
discounts for dealers on some of 
its medium priced cars to 25 per 
cent, from 24 per cent, while es- 
tablishing a discount of only 21 
per cent on its new Corvair. This 
means that medium priced dealers 
will be helped in making a larger 
profit per unit sold, and in offering 
larger discounts in competition 
with smaller cars. 

Such moves indicate that the 
resourceful Big Three will fight 
hard to preserve the market for 
larger and higher priced cars. 
They may be much more success- 
ful in limiting the encroachment 
on this field by low priced compact 
ears than Mr. Romney is willing 
to believe. This could mean that 
the low priced imported and com- 
pact car field might not grow to 
more than 40 per cent of the total 
market by 1965 as against less 
than 20 per cent this year, and 
nearly 27 per cent indicated for 
next year. 

The strong, well established 
Big Three are taking the steps 
that were needed to check inde- 
pendents and imported cars from 
winning a steadily expanding 


share of the market. 

The automobile is still well-en- 
trenched as a favorite investment 
of the American family. The fact 
that the Big Three are now pro- 
ducing cars of all sizes — except 
that of the smallest imported cars 
— has helped to rebuild public 
confidence. The average buyer 
can no longer say that Detroit is 
trying to force him to buy a cost- 
ly, uneconomical vehicle. 

Earnings of all of the auto com- 
panies have increased substantia’- 
ly this year, following last year’s 
slump in output to 4.2 millioa 
cars, lowest level in ten years. 

General Motors’ earnines shoul 1 
be over $3.50 a share this year, 
compared with only $2.21 last 
year. 

Ford is heading towards a net 
profit of $8 a share this year, 
compared with last year’s $1.75 a 
share. 

Chrysler, too has rebounded 
sharply, earning $6.65 a share in 
the first half, against a deficit of 
$3.88 a share in all of 1958. END 
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McGraw-Hill, Pullman and U. S. 
Steel. Among the manv poor-act- 
ing issues are ACF-Wrigley 
Stores, American Potash, Ameri- 
can Radiator, Canadian Pacific, 
Carrier, General Dynami, Filtrol, 
Lone Star Cement, Pfizer, United 
Fruit and U. S. Borax. 


Mack Trucks 


Sales of heavy trucks are at 
high levels. Mack is a leader in 
this field; and has growing vol- 
ume in replacement parts and 
service business. It could earn 
close to $6.00 a share this year. a 
new peak, uv from 1958’s $3.03. 
Best vrior profit was $4.75 in 
1956. The $1.80 dividend might be 
raised or sunpvlemented with a 
stock extra. The stock is snecula- 
tive but at 4514 (less than 8 times 
earnines) it would seem to have 
a basis for further advance. 

Too High? 

Under the former management, 
Montgomery Ward, among the 
largest retailers, deferred expan- 
sion - modernization for years, 
waiting for “the depression” and 

(Please turn to page 736) 


THE MAGAZINE OF WALL STREET 





















































“Salting D ” 138 Poi Profi 
<n. alting Down oimts Frotit 
1en 
fact — 
“| -To Be Ready for New Opportunit 
mv | 7°10 Be Ready tor New Opportunities 
cars 
iblic 
lyer On May 23rd we advised subscribers to take 138 points 
it is SOUND PROGRAM profit on Forecast stocks that in our opinion had advanced 
ost- FOR 1959-60 to prices where they were amply valued. This included ac- 
cepting our 300% gain on General Dynamics BEFORE its 
om- recent sharp sell-off. 
tia’ ey ee ee —Then, on June 23rd we recommended Pullman at 63% 
ars For Protection— Income—Profit as a stock likely to show IN DEPENDEN T strength. Now 
lioa after the August shakeout, Pullman is 71 — an 11% 
. Teed be ee come Geen genie’ . . . cme profit in an erratic market. Schenley, selected in Febru- 
ould definite . . . more devoted to your interests ary at 371, is now 444% — a gain of over 17%. 
last + al py toes ater te ae gaan —On August 20th, Southern Pacific increased its dividend 
; various aims . . . with definite advices of what and proposed a 3-for-1 stock split ... and the stock 
and when to buy and when to sell. (which we recomended at 45) has made a new high of 75. 
net ae Oe ee ae a — Beech Aircraft has risen from 26%, to 354% —while 
ear’, . pdb or alana fn el - Denver & Rio Grande Western has split 3-for-1 so for 
5a preciation potentials. each share bought at 39, subscribers hold 3 new shares 
Program 2 — Special dynamic situations for sub- at 17, — a 34% profit. 
“ . , : 
ded —, we” or ee —Qur International Tel. & Tel. has been a 1959 market 
2 Program 3 — Sound stocks in medium and lower- leader raising its dividend and splitting its shares 2-for-1 
t of priced ranges to be recommended so for every share subscribers bought on our original 
END at under-valued prices for sub- recommendation at 181, they hold 2 shares at 34 — repre- 
= a go. senting 267% profit. 
Projects the Market .. . Advises What Action to 
Take . .. Presents and interprets movements by JOIN IN OUR NEW PROGRAM — LOOKING TO 1960 
—— on ~ ried leading groups comprising our By enrolling now you will receive all our new and coming 
) acter i — recommendations as we release buying advices. Once you buy 
ee Charts depicting our 300 Common Stock Index them you will have the security of knowing that we will 
- ° . . . 100 High-Priced Stocks . . . 100 Low-Priced advise you from week to week in our bulletins just how long 
act- Stocks; also Dow-Jones Industrials and Rails each stock should be retained—when to take profits and 
rley from 1950 to date. where and when to reinvest. 
fo Technical Market Interpretation . . . up-to-date : ny s 
eri- data, earnings and dividend records on securi- This supervision is provided for every Forecast bulletin 
ific, ties recommended. recommendation so you will never be in doubt concerning 
trol, Telegraphic Service .. . If you desire we will your position 
ited wire you our buying and selling advices. a 
Washington Letter—Ahead-of-the-News interpre- Mail your enrollment today with a list of your holdings 
a a oo (12 at a time). Our staff will analyze them and advise you 
oh a | promptly which to retain—which are overpriced or vulner- 
» at hn as they govern the ovtieck fer busl- able. By selling your least attractive issues you can release 
r in ness and individual industries. funds to purchase our new selections and coming opportuni- 
vol- ties as we point them out to subscribers. 
and 
wt TS tal Beans O 
ae. pecta onus er MAIL COUPON TODAY FOR SPECIAL BONUS OFFER 
) in of a THE INVESMENT AND BUSINESS FORECAST 
t be of The Magazine of Wall Street, 120 Wall Street, New York 5, N. Y. 
h a ’ 
MONTHS pee 
ula- 4 SERVICE $75 I enclose 1 age ~ a so ecg plus one i bonus 
mes Sheet Seam Westen tome Oo or 6 months’. Service plus two weeks bonus 
lave MONTHS’ SPECIAL MAIL SERVICE ON BULLETINS 
12 SERVICE $I 25 Air Met: F $1.00 sts menthes 0 $2.00 oO Telegraph me collect wer Forecast on, 
Plus One Month Free Special Delivery: OO $7.80 six months: ‘when to vell . . when to expand or con- 
Complete Service will start as esis ay See 
ent, soon as your remittance INES ish. (asuscacaiscnaicenstannambalinisenepcicaiuiskacanabcs oie laaubudasbnaiioumaatee dxemaneataueauresecapncies eebuaiaskiakueseucetaieti 
the reaches us — but annual en- ERE eed ve encarta renene OAR eee ae TERRY OnE 
pan- rollments will date as official- Iliac hia gaeselnshtealentipnii linn 
ars ly beginning one one later pe 
ars, chunoteninmns | sosessnsesnnoen svsessscavonnunnnsonessosenununesncoenssenevenscenenseeesnseenenses sosssennasosnnee 
and will date as starting two nme ee hited Sane” 
wecks later. - 
EET SEPTEMBER 12, 1959 735 














LOEW'S INCORPORATED 


September 3, 1959 

\ The Board of Directors has de- 
clared a quarterly dividend of 

30¢ per share on the outstanding 

Common Stock of the Company 

able on October 14, 1959, to stock- 
folders of record at the close of business on 
September 22, 1959. Checks will be mailed. 
ROBERT H. O'BRIEN 

Vice Pres. & Treasurer 











(Continued from page 734) 
building up cash, which reached 
a peak of $327.2 million at the 
end of 1954. It has shifted to ex- 
pansion at high costs in recent 
years, with cash down to $94.7 
million at the end of 1958. Huge 
further outlays are planned over 
the next several years in an ef- 
fort to enlarge sales and bolster 
earning power. Sales this year 
may for the first time approxi- 
mate or slightly exceed the old 
peak, recorded at about $1.2 bil- 
lion as far back as 1948. Profit 
might be $2.45 to $2.55 a share, 
against $2.06 last year and peak 
of $5.59 in 1950. Since it is a high 
percentage of earnings, any bet- 
terment of the $2.00 dividend 
seems a fairly distant and con- 
jectural possibility. At 53, the 
stock is selling to a large extent 
on long-range possibilities, which 
might or might not come up to 
the present management’s hopes. 
The price is about 21 times 1959 
earnings. That compares with 18.5 
for Sears, Roebuck and 17 for 
J. C. Penney, both of better 
grade; and with ratios of 10 to 12 
for various department store 
stocks which are on the upgrade, 
such as Associated Dry Goods, 
Allied Stores and Gimbel Bros. It 
would be hard to argue against 
the common sense of profit taking 
in Montgomery Ward. 
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for the 3 and 6 month periods 
ending August 1, 1959. 

For the 12 months ended Au- 
gust 1, 1959, net sales were $270,- 
095,000, compared with $248,267,- 
000 for the like period of the 
previous year. Estimated net 
earnings for the 12 month period 
ended August 1 1959 amounted to 
$8,326,000, or $4.61 per common 
share after provision of ,$8,150,- 
000 for Federal income taxes. 
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This compares with estimated 
net earnings of $6,860,000, equal 
to $3.75 a common share after 
providing $6,025,000 for Federal 
income taxes in the correspond- 
ing 12 months a year ago. The 
reports for the 12 month period 
do not include any of the results 
of the Erie Dry Goods Co. or the 
additional shares issued to ac- 
quire that company. 

Current quarterly dividend is 
55 cents per share. 

Department stores owned in ad- 
dition to Lord & Taylor of New 
York with its various suburban 
branches are; Hahne & Co. of 
Newark and Montclair, N.J., The 
William Hengerer Co. of Buffalo 
and Amherst, N.Y., J. N. Adam 
& Co. of Buffalo and Niagara 
Falls, N.Y., Powers Dry Goods 
Co. of Minneapolis and St. Louis 
Park, Minn., Stewart & Co. of 
Baltimore and York Road, Md., 
Steward Dry Goods Co. of Louis- 
ville and Lexington, Ky., J. W. 
Robertson Co. of Los Anceles, 
Beverly Hills, Pasadena and Palm 
Springs, Calif., The Diamond of 
Charleston, W. Va., Sibley, Lind- 
say & Co., with stores in Roches- 
ter, Eastway, Irondequoit, South- 
town and Newark, New York and 
The Boston Store in Erie, Penna. 

With consumer expenditures 
increasing, the outlook for sales 
and earnings over coming 
months appears favorable. 
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positions, so that the matters in- 
volved could be met with greater 
tolerance and understanding. It 
was inevitable that even the stub- 
bornness of De Gaulle would be 
obliged to bow to the wishes of 
Italy, Belgium and _ Holland, 
among the other European na- 
tions affiliated with NATO, who, 
while they wanted the French as 
a partner in the affairs of Europe, 
looked to the United States and 
no one else for leadership. 
Altogether, President Eisen- 
hower’s trip to Europe was a 
triumph, and adds up to new 
factors of constructive strength— 
while, on the contrary, the Soviet 
Union’s position has been weak- 
ened by the aggressions of Red 
China, first in Laos and then in 
India, cutting the ground from 





under Khrushchev’s philosophy of 
peaceful co-existence with Com- 
munism. 

Another step that we find of 
particular significance and very 
puzzling indeed, was the release 
by Mao Tse Tung of figures show- 
ing that the “leap forward plan” 
had fallen way behind expecta- 
tions, and only reached 50% of 
the goal set for accomplishment 

That Red China should make 
this announcement just as Mr. 
Khrushchev is coming to the 
United States causes one to be- 
lieve that this was their way of 
expressing displeasure over Khr- 
shchev’s visit to the United 
States, to which they had object- 
ed previously. By deliberate'y 
showing up their weakness-— 
which amounted to an economic 
rout—they indicated their inca- 
pacity to collaborate with Russia 
in a concerted aaagressive enter- 
prise, which robs Khrushchev of a 
basis for threaten’ng excursions 
in the Far and Middle East. 

The figures presented by Red 
China corrected data prepared in 
the usual make-believe Commun- 
ist manner, and showed a fan- 
tastically wide gap between pre- 
vious boasts and current realities. 
It is now admitted that 250.000,- 
000 tons of grains were produced 
instead of 375.000,000 forecast 
for 1958. For 1959, instead of the 
525,000,000 tons expected, the 
production was slashed to 
275,000,000 tons. which means 
starvation for millions of Chinese. 
Similar cuts were made in cotton. 

As for industrial production, 
steel output ran some 5,000,000 
tons behind the expected 
8,000,000 ton level, with other in- 
dustrial production figures and 
targets similarly cut back. 

This showing was a devastating 
one, which (1) told the Western 
world that the forced labor of the 
communes was a complete and ut- 
ter failure, and, (2) told the great 
seething masses around the world 
reaching toward the light, that 
Communism was not the answer 
to progress and a better life. 

Has Communism passed _ its | 
peak? I wonder whether Mr. 
Khrushchev was thinking in these 
terms when he decided to take his 
family along on his visit to the 
United States, which has made 
such a fabulous success in bring- 
ing liberty and well being to all 
its people through free enterprise. 

END 
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TREET 


Take Care of Your Investments Now 
So They Can Take Care of You Later 


(Important — To Investors With $50,000 or More!) 


Most investors are aiming for financial in- 
dependence . . . whether they hope to arrive 
at their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality ... for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In 1959 and the coming years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
. . . With a host of new products, materials 
and techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense 
of less able competitors. TO YOU, as an in- 
vestor, this adds up to an increased need for 
continuing investment research and capable 
professional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unusually promising 1959 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never neces- 
sary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves you 
of any doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you to 
save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provi- 
sions. (Our annual fee is allowed as a de- 
duction from your income for Federal In- 
come Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








be’ ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 


be glad to quote an exact annual fee . . 
can benefit you. 


. and to answer any questions as to how our counsel 
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there’s more to Cities Service 
than meets the eye! 


Millions enjoy the convenience of the Lincoln 
Tunnel each year—but few realize the planning, 
the investment, the mammoth human achieve- 
ment it represents. 

Likewise, the motorist at a service station is 
seldom aware of what’s behind the tankful of 
gasolene he orders so simply. 

Cities Service, for example, searches four con- 
tinents for the oil to meet his request. It has its 
own “navy” of ocean going tankers. It uses a 

Lincoln Tunnel now serves pipeline network that could girdle the globe. Its 

nearly 25 million vehicles an- investment in modern facilities exceeds a bil- 

nually, with the $100-million lion dollars and its employees and stockholders 

third tube greatly easing the 2 ee 

flow. Inside, 80 fans provide a number nearly a quarter of a million. 

complete change of air every Moreover, preparing for the greater job that 

1% minutes, while a master lies ahead, Cities Service has invested $350- 

control monitors exhaust gases million just in the last two years. 

and operates traffic signals. Only in this way can America be given what 
she needs for progress—more jobs, more and 
better petroleum products. 
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